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e In the Record e 


Taxes in the Business Outlook 


The growing burden of “pay-as-we-go” tax rates has thus 
far restrained the need for deficit financing. In this respect 
it has no doubt helped to control inflation. But how effec- 
tive has it been in its other function of restraining spending? 
How much of the present lull can be credited to “pay-as- 
we-go?” How is the distribution of the tax load affecting 
the business outlook, and how is it related to direct controls? 
The growing importance of the tax burden and its distribu- 
tion is fitted into the business outlook in “The Tax Load 
—and Business,” starting on the next page. 


Rocky European Road to Recovery 


According to original Marshall plan goals, Europe was 
to be on its own feet by mid-1952. Yet the headlines show 
that rearmament and recovery are obviously not having 
smooth going despite the fact that we have poured $24 
billion into Western European coffers (with more in the 
pipe lines) and that European production has made con- 
siderable strides. 


At the moment, government officials and economists in 
Washington (and other major capitals) are trying to figure 
out where we go from here. We've traversed a long and 
often rocky road since mid-1945, with the signs reading 
UNRRA, Anglo-American Loan, Surplus Property Credits, 
Greek-Turkish Aid, Interim Aid, Marshall Plan, Mutual 
Defense Assistance, and Mutual Security Program. 

What is recovery? How thorough must recovery be? 
What is Europe? Is it a continent? Or is it a political and 
trading system? The article, “Dilemmas of European Re- 
covery,” considers some of these problems as it retravels 


the road we’ve taken (page 452). 


Making Profits 


To buy cheap and sell at a profit is a good maxim, but it 
isn’t always possible to put in practice. The trouble is that 
things may not remain cheap very long and, as they get 
more expensive, it is not possible to sell them at the 
same profit. Earnings naturally depend on this rela- 
tionship; and when final prices stop increasing while goods 
are made from more expensive materials, profits drop. Rela- 
tively speaking, one is then buying dear and selling cheap. 
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This situation largely explains the poorer profit showing of 
corporations in the third quarter. Taxes are up, too, and 
that hasn’t helped any. See “Turning Point for Profits?” 
(Page 474.) 

eee 


Research—and the Men To Do It 


This issue contains the results of two surveys of eooper- 
ating Associates of the Board. The first pertains to the 
availability of technically trained and highly skilled per- 
sonnel. About two thirds of the companies replying indi- 
cate a scarcity. Many feel also that production problems 
occupy the time of their skilled staffs too often at the 
expense of basic or other needed research. Of those in 
most scarce supply mechanical engineers seem to top the 
list, with chemical engineers next most mentioned. . 


One of the facts that emerges from the second survey— 
of research activities—is the diversity of the work carried 
on. Many companies are spending more—some to develop 
new products, some to make improvements and changes in 
goods in regular production. How much are companies 
spending? Most still relate research expenditures to sales—- 
but sometimes the figures seem to get a bit topsy-turvy: as 
for instance, a company may be spending even less on re- 
search percentagewise to sales and still be spending a great 
many more dollars than, say, in 1946, so great has been the 
growth in the company’s sales. 


For these two surveys turn to pages 460 and 465. 


ee e 
“After?” 


What will the world look like after rearmament, the cold 
war and all the rest are over, assuming they ever are? How 
seldom has it been possible to find an economist with the 
courage to attempt to look that far ahead! 


This is just the task that was undertaken by Professor 
David McCord Wright at a recent round table meeting of 
Tue ConrerENce Boarp—and how eagerly the audience 
hung on his words. What does he see for us all in the years 
ahead? Unless something is done about certain trends, he 
says, the results will not be “very pretty.” He believes that 
“we have the means and the knowledge for meeting our 
danger,” but not the will to do so. Two dangers are “the 
end of the capitalist system and a complete collapse of the 
dollar.” (Page 470.) 


The Old and the New Tax Law 
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Billions of dollars. ‘Old law” estimate as of April 16 
Source: Staff of the Joint Committee on Internal Revenue Taxation 
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THE TAX LOAD—AND BUSINESS 


The ponderous weight of ‘’pay-as-we-go” is repressing some stabilization 
problems, and creating others 


HUS FAR in the fourth quarter, stability and 
then slow improvement have characterized most 
markets. Retail trade moved listlessly through 
September and most of October, and then began 
to rise. The rise was not sensational, but combined 
with evidence of a flattening of personal income and 
the increase in personal taxes, it suggests a possible 
decline in the rate of consumer saving from the rela- 
tively high level that has dominated the retail scene 
since March. Most retailers, after having watched 
their hopes of a booming fall season gradually wilt 
during September and October, were again hopeful 
that the Christmas season would show sharp gains. 
Wholesale prices, after completing a small up-and- 
down cycle in October, began to show increasing firm- 
ness in early November. The sizable reduction in the 
government’s cotton crop estimate produced a marked 
reaction in cotton prices, and in the prices of a broad 
range of commodities that compete with cotton and its 
by-products. Agricultural prices as a group were ris- 
ing rapidly in early November. October saw the first 
rise in the farm parity ratio since last February; an- 
other rise appeared likely for November. 
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Output, too, was experiencing a sluggish recovery. 
By October, the FRB index of industrial production 
had risen to 220, about 1% below the peak rate of the 
first half. (Nondurable-goods manufacturing was still 
off about 5%, mainly owing to further curtailment in 
textiles.) Output of consumer durables, which had 
been slashed down to 1949 levels and below in many 
cases, began to mount, at least partly in response to 
the easing of Regulation W. 

In the consumer sector as a whole, gains were out- 
numbering declines, and most of the declines were 
far back in the production stream (hides, yarns). But 
no firm upward trend had taken hold. In the defense 
sector there was likewise no indication of sharp change. 

Steel allocation procedures continued to be a major 
problem, with the target date for a smoothly operating 
CMP now set for the second quarter of 1952. Shortly 
thereafter, men in the industry feel, no allocation of 
steel will be necessary at all. They argue that steel 
demand is now artificially inflated by duplicate orders, 
and is actually not far out of line, if at all, with steel 
capacity. Steel inquiries, notably for structural shapes, 
were reported to have subsided in recent months, and 
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the report was at least partly documented by DPA’s 
announcement that allotments of structurals in the 
first quarter will meet the needs of the program for 
expansion of steel and aluminum capacity. Certain 
civilian steels are said to be in much easier supply. 
Executives in the industry have taken the lead, thus 
far, in raising questions about the eventual utilization 
of capacity now being built, but machinery makers— 
now facing a two-year backlog—were beginning to 
watch a decline in new orders that had begun in July. 

Total business inventories, which had reached a 
peak in midsummer, moved gently downward in Sep- 
tember and apparently again in October. Purchasing 
agents reported that inventory policy was still con- 
servative, but they noted the beginning of a lengthen- 
ing of the buying cycle as confidence in the price 
level grew. 

Nevertheless, the performance of the manufactur- 
ing sector in September was something less than im- 
pressive. Sales fell to the lowest level of 1951, and 
backlogs in the durables sector declined for the first 
time since Korea. (The nondurable goods sector had 
been experiencing a serious decline of backlogs for sev- 
eral months.) No very startling improvement was in- 
dicated for October. The draining off of the civilia 
recession was taking time. 

Behind this outward stability, developments were 
forging a new set of problems. It is now almost 
a year since “pay-as-we-go” financing of the defense 
effort was attracting the wide public interest that ac- 
companied its announcement as a basic policy of the 
administration. At that time, pay-as-we-go was ad- 
vocated as a primary weapon for fighting inflation— 
the basic tool by which a greatly enlarged government 
requirement for goods and services could be extracted 
from the nation’s output without leaving an excessive 
demand for the remainder of output. Its function was 
dual: to stabilize the money supply by avoiding a 
resort to borrowing; and to effect a transfer of purchas- 
ing power from individuals and business to the gov- 
ernment. By these means no major change in total 
demand would result, and hence no major change in 
the price level. 


PRACTICING THE THEORY 


There was, of course, a practical limit to the scale 
on which this simple concept could remain simple. 


- Beyond a certain point, individual taxes may result in 


a serious loss of incentive and efficiency, and hence 
an increase in the cost of a unit of output. By the 
same token, taxes on business become inflationary, it 
was argued, by producing a deterioration of expense 
controls as government comes to foot a larger and 
larger share of expenditures. Moreover, in a market 
characterized by excess demand, some part of busi- 
ness taxes may be passed on, and in fact pyramided 
through the price structure. 
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These considerations were strong enough a year ago 
to convince a small minority that we could pay too 
much as we went, and that it might be sounder to 
borrow—from noninflationary sources—a substantial 
percentage of federal expenditures during the remobil- 
ization, thereby spreading its inflationary impact over 
a longer period. 

For a much larger group, including the President’s 
Council of Economic Advisers, there were other limi- 
tations on the effectiveness of the policy as an anti- 
inflationary weapon. Unless the tax burden falls on 
income that would otherwise have been spent—unless 
it positively retards spending—it is not reallocating 
effective demand. And while it may be anti-inflation- 
ary in the sense that it obviates recourse to deficit 
financing, it is not performing its other function of 
reducing the income bearing on the price level. To 
the extent that taxes fall on income that would 
otherwise be saved, they are reducing incentive with- 
out alleviating price pressures. 


TAXES AND EXPANSION 


In the corporate sector the anti-inflationary value 
of taxes is even more limited. Over the short term, 
business demand is not extremely sensitive to changes 
in tax rates. Over the longer term, high tax rates 
are likely to affect the rate of expansion of capacity, 
which the defense effort required should be encouraged 
rather than discouraged. Where the needs of defense 
dictate greater supply, heavy corporate taxes and 
the accelerated amortization program conflict. 

Thus high corporate tax rates made sense as a 
source of government income, but they offered little 
in the way of direct control of inflationary pressures. 


September factory orders slipped below sales 
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Two Looks at Personal Income and Corporate Profits 
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For much of the current year the issues that sur- 
round pay-as-we-go lay more or less dormant. In 
retrospect, it is somewhat surprising that this should 
have been so. The Revenue Act of 1950 had brought 
the corporation normal and surtax rate to 47%— 
seven percentage points above the World War II rate. 
And the marginal rate of the excess-profits tax— 
77%—was not too distant from the 85.5% peak rate! 
of World War II. Personal taxes were only about 
three percentage points below the war rate; excises 
were at or above war rates. 


TAXES AND PROFITS 


Against this background, President Truman’s budget 
message of last January proposed a further substan- 
tial increase in tax rates to yield an additional $10 
billion, and spoke of still more to come. The budget 
message foresaw a budget deficit for fiscal 1952 of more 
than $16 billion (and a cash deficit of about $13 
billion) . 

For a time the magnitude of these figures stimu- 
lated intense examination of tax alternatives. A 
major widening of excises at manufacturing or retail- 
ing levels was proposed by a number of industry 
groups. The merits of a general sales tax were de- 
bated, and methods of budget cutting—preserving 
pay-as-we-go without raising taxes—received wide 
attention. But when Congress early in the year made 
it clear that nothing like the requested new taxes 
would be forthcoming the subject cooled rapidly— 
particularly since profits and incomes after taxes 
generally appeared to be winning the race with taxes. 

As late as the first quarter of 1951 most groups were 
well ahead of pre-Korea in terms of current dollars. 

Ninety-five percent, less the 10% postwar refund. 
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CORPORATE PROFITS 
AFTER TAXES 
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1951 
1950=100. Corporate profits are calculated before inventory valuation adjustment. Third-quarter 1951 data are estimates of the Council of Economic Advisers 
Sources: Department of Commerce; Council of Economic Advisers 


Profits after taxes still looked healthy, although they 
were down from the peak levels of the last half of 
1950, and further improvement was looked for as out- 
put followed its expected upward course in ensuing 
months. Similarly, disposable income, both in total 
and per capita, continued upward; so did net spend- 
able wages in manufacturing. And at the end of June 
the Treasury sheepishly recorded a substantial sur- 
plus for the first year of Korea. 

The tax situation thus appeared to be well in hand. 
The rise in the price level and the consequent 20% 
rise in national income had permitted a major in- 
crease in tax receipts, with little or no apparent loss 
to business and consumers. And the estimated yield 
of the new tax bill did not look like a substantial in- 
crease when measured against either the yield of exist- 
ing law or the spending plans of government. 


TIMING UNEXPECTED 


Actually the increased yield of the new bill does 
not loom ominously in comparison with the old yield 
(see chart). The severity of its impact on corporate 
profits lay in its timing. This accidentally combined it 
with a sharp deflation of profits from other directions, 
the falling off of prices and demand in the civilian 
sector, and the pressure of costs on ceilings in some 
areas of the defense sector. 

While the attention of most economists and virtu- 
ally all government agencies was still directed at the 
problem of an inflationary excess of demand, the 
position of corporations began to deteriorate rapidly 
during the second quarter and progressively into the 
third quarter. The flattening and then the persist- 
ent decline of prices in the nondefense sector washed 
out the inventory profits that had inflated earnings 
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statements since Korea. In a broad range of civilian 
industry the decline in consumer demand cut sharply 
into output. In some areas the materials orders were 
slashing production. And in the defense sector, as out- 
put rose only sluggishly because of limitations of 
capacity or materials, profits were caught between ris- 
ing costs and frozen prices. 

Net profits of corporations in the second quarter of 
1951, figured under the Revenue Act of 1950, were 
close to pre-Korea levels. After recalculation under 
the 1951 act, they were not far from the depressed 
levels of 1949, and in the third quarter they sank be- 
low the annual rate of profits in that year of recession. 
At the end of the second quarter the accrued income- 
tax liability of all manufacturing corporations, fig- 
ured under the 1950 act, was equal to 50% of their 
total cash and government securities (as compared 
with 30% in the second quarter of 1950) and more 
than equal to their cash. At the end of the third 
quarter, after accrual of a half year’s taxes under the 
new act, their position was doubtless even less strong. 
A tax bill legislated in an atmosphere of inflation hit 
corporations at a time of recession. 


CONSUMER vs. CORPORATION 


What is particularly striking in connection with the 
corporate profits figures is that personal disposable in- 
come has shown no such return to pre-1950 levels. In 


1Based on Department of Commerce quarterly estimates of corpor- 
ate profits. These estimates spread the tax burden over calendar 
years; that is, the tax rate applied to the before-tax profits of a 
given quarter is the average tax rate for the calendar year. Using 
the actual tax rate of the new law, the estimate of third-quarter 
after-tax profits would be still lower. For further analysis of the 
profits figures on this latter basis, see the article beginning on page 474. 
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the third quarter of 1951, disposable income was still 
rising, although slowly, and was running roughly 20% 
above the 1949 annual rate. Net spendable earnings 
of factory workers were still about 10% above their 
January, 1950, level, and it seems unlikely that the 
new tax rates effective in November have greatly 
altered that percentage. It is true that not all in- 
come groups have fared as well as the factory worker, 
but it is worth noting that total disposable income 
continued to rise in the third quarter, when changes 
in nonagricultural employment were negligible. 

In current dollars, the individual has thus fared 
considerably better than the corporation. And while 
a major advance of the price level has taken most of 
his gains, a similar advance has affected the real value 
of corporate profits. The beneficiary, of course, has 
been the Federal Government, which increased its pur- 
chases by over 100% between the second quarter of 
1950 and the third quarter of 1951, with little or no 
change in its debt. 

In this limited sense—of providing the government 
with operating funds and restraining the need for 
deficit financing—the tax program might be called suc- 
cessful, although even here it owes much to the ad- 
vance of prices since Korea. 


PRICES THE CORRECTIVE 


And the price advance itself raises the question of 
whether it has been at all successful in its other func- 
tion: that of stabilization. While a heavy share of 
taxes has come from the corporate sector, corporate 
demand for plant and equipment is at record levels. 
And the rate of saving in the consumer sector strongly 


Profit Rates of Manufacturing Corporations Have Subsided 
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The October Break in Stock Prices 
8 4 0 


QQ, "429478 
Sette 
Vissi ces 
BACHE 
WO 


FABRICATING 


MW WG ELECTRICAL EQUIP 
KK 


NY PAPER 


WW 
LO CHEMICALS 


co eey 


Wi 
WWW MAND ACCESSORIES 
MW GC RAILROAD EQUIP. 
MW, GG 

ONSUMERS? GOODS 

NDUSTRIALS 

BUILDING MATERIALS 


N NG 
S AND. PUBLISHING 
NY STEEL 


ALL STOCKS 


RQ GG COPPER 

MW GQ Re TAL TRADE 

KAW GG 418 TRANSPORT 
QQ auToMoBiLes 
AQ 5 PBUILDING 

— LEAD AND ZINC 

Nae COMPANIES 
NY SHOES 


OIL 
% decrease from October 17 to October 31 x 
Source: Standard and Poor’s 


suggests that, in the face of the rise in consumer in- 
come, taxes have not cut deeply enough to interfere 
seriously with spending. Advancing prices, rather 
than tax or wage policy, have thus far carried the 
major burden of rationing in the consumer area. 
While most analysts now agree that profits should 
turn up from their third-quarter levels, the tax bur- 
den and its distribution are bound to play important 
roles in the setting of wage and price policy in the 
defense period ahead. With taxes at their present 
levels, to form policy on controls without reference 
to the distribution of taxes would be no less myopic 
than to conclude about the welfare of consumers with- 
out reference to the price level. The tax burden is now 
linked with direct controls—so closely that third- 
quarter profits after taxes may well have laid to rest, 


at least temporarily, the possibility of large-scale price 
rollbacks.! In the light of the profits figures, the Cape- 
hart amendment may merely have formalized a 
practical necessity. 

By the same token, it seems improbable that, for 
the time being, corporations will willingly accept any 
further advance in wages without some assurance that 
higher costs can be reflected in selling prices. Forth- 
coming steel negotiations may set a new pattern of 
wages; they may also set a new pattern for relating 
further wage increases to price increases. Wages and 
prices are now tied together not only by escalator 
clauses and the Capehart amendment, but also by 
the tax burden, and its impact on corporate profits. 

All of which promises to provide a warm climate in 
Washington during the winter ahead. 

Aurert T. SOMMERS 
Business Analyst 
Division of Business Economics 


1Sectors in which prices are well below ceilings may be temporary 
exceptions. Recovery in these sectors, however, could precipitate the 
same issue later. 


Economy and 
the 82nd Congress 


DDING up the tab after Congress winds up its 
Herculean task of appropriating funds for an- 
other fiscal year is no smali task these days. Some of 
the figures, in fact, aren’t settled for months after 
adjournment (and the full account fills up a volume 
of nearly 1,000 pages). By the same token, tracking 
down economies soon after the smoke clears on 
Capitol Hill is a hazardous undertaking. But some 
idea of total spending by this past session of the 
Congress and what it did to lighten taxpayers’ bur- 
dens can be had from preliminaty figures. 
In a nutshell, the picture looks like this: 


Congress acted on official 1952 requestsfor about $95.9 billion 


Congress okayed 1952 spending totaling...... 91.8 billion 
To supplement 1951 funds, it voted another... 6.8 billion 
Making the total bill for the session.......... 98.6 billion 


A whale of a lot of money, $98.6 billion is still short 
of the World War IT peak of $147 billion appropriated 
in 1943 or the $114.6 billion of 1944. But it surpasses 
the comparable figures for all other years and by $17 
billion the total voted during the previous post- 
Korean session. 

For perspective on the size of the economies made, 
the 1952 total of $91.8 billion ought to be adjusted to 
exclude spending over which Congress had little or no 
direct control. Possibly $10 billion of the President’s 
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request listed above is accounted for by permanent 
appropriations that must be made automatically to 
meet fixed charges and by funds needed to pay off 
bills already incurred. Excluding this amount, the 
economy scoreboard would then be: 


Official requests for 1952 appropriations...... $85.9 billion 
Congress approved appropriations of......... 81.8 billion 
ORreee SAVER e. ch.c.fc ches Socks wk vee 4.1 billion 


Percentagewise, savings would be somewhat greater 
than the 4.8% thus indicated if full allowance were 
made for other budget areas of relatively fixed com- 
mitments or of previously authorized outlays whose 
size depends more on circumstances beyond legisla- 
tive control (?.e., veterans’ benefits and subsidy pay- 
ments). Also, many of the economies voted cannot 
easily be given monetary values, as blanket reductions 
in personnel or limitations upon the use of automo- 
biles, chauffeurs, etc. The same difficulty, moreover, 
crops up on the other side of the fence. Some of these 
economies may be offset by other legislation, the net 
cost of which is also uncertain (such as pay in- 
creases to federal employees or new veterans’ benefits) 
but which tend to require additional outlays. 

Dollarwise, the record of economy in the House 
seems better than that of the Senate. All told, the 
junior body chopped about $4.6 billion from money 
bills, while the Senate—primarily through the boost 
it voted for defense funds, which was subsequently 
eliminated, however, in conference—made a net addi- 
tion of some $3.2 billion to the House-approved totals. 

Programwise, the biggest cut came, not surprisingly, 
in the biggest federal program. Of the $62.1 billion 
it asked for, the Defense Department was denied 
(temporarily, anyhow) some $1.3 billion, which was 
a cut of 2.1%. Other economies were scattered 
throughout the budget, with defense agencies and 
emergency programs, foreign aid and information, and 
public works coming in for the brunt of legislative 
parsimony. 


A SHADOW OF DOUBT 


For the immediate future, however, a substantial 
shadow of doubt must hang over some of these econo- 
mies. About $700 million was effected in programs 
where dollars are required by virtue of basic legis- 
lation previously placed on the books (z.e., grants to 
states, public assistance payments, and veterans’ pro- 
grams). Savings in such categories at best represent 
only lower Congressional estimates of probable need 
for funds. 

Another $800 million of 1952 savings can be 
credited to the holding back of money for defense 
projects already authorized and, in some cases, al- 
ready underway. Some such funds were intention- 
ally held. back to permit more thorough study and 
planning (as in the case of the hydrogen bomb plant 
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or the defense community facilities program), and 
renewed money requests can be expected in January. 

What does all this do to the current year’s spend- 
ing? (Appropriations may or may not be spent the 
same year. Last January, for instance, it was offi- 
cially estimated that 48% of 1952 outlays would 
stem from appropriations enacted prior to 1952.) 
On the basis of the preliminary figures, some relatively 
small cut in probable 1952 outlays might be expected. 
But, on the other hand, powerful pressures loom 
ahead that conceivably could wipe out economies of 
the size made thus far. 

Since Congress closed up shop, the Budget Bureau 
has already revised upward its estimate of 1952 spend- 
ing—from $68.5 billion to $70 billion, chiefly. because 
of an expected stepping up of defense outlays. Over 
and above legislation now on the books, a supplemen- 
tal 1952 bill for the Defense Department of possibly 
$5 billion to cover costs of fighting in Korea is ex- 
pected. Other programs such as expansion of the Air 
Force beyond the present 95-wing goal or initiation of 
universal military training might also be forthcoming 
when Congress returns to work, although their im- 
pact would be felt primarily in 1953 and later years. 

More important for the fiscal 1952 expenditure total 
than any other factor will be the progress, and hence 
the cost, of the defense program now in operation. 
Since slight changes in its pace can make differ- 
ences of several billion in cash outlays, the probable 
size of the current budget now rests chiefly on the 
rate of expansion of defense.—T. R. G. 


Stating the Remedy 3 


“Like most other countries today, she [Britain] is trying 
to do too much. At the same time that the government is 
superimposing rearmament upon an economy already oper- 
ating at full employment, it is pouring out money for hous- 
ing, and fostering high civilian consumption by food sub- 
sidies and other expenditures of the welfare state. The 
result is an inflationary boom, with its accompanying rise 
of wages and prices, which is reacting in the classical manner 
on the balance of payments by encouraging imports and 
discouraging exports. 


“Tf this be the disease the remedy is clear. It is govern- 
ment and private retrenchment. People must work harder, 
spend less, and save more. Productivity must be stepped 
up, output increased, and domestic consumption reduced. 
As The Economist said, ‘There will have to be a belt- 
tightening process imposed not only by the method of re- 
ducing import quotas but also by a stiff dose of domestic 
disinflation to release supplies for export, to buttress the 
specific import cuts and to promote the maximum efficiency 
in production.’” Source: The National City Bank of New 
York. 


How $23.5 billion in United States postwar aid 
to ERP countries has been distributed 
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INCE THE END of the war, Europe has moved 
S from crisis to crisis, and by dint of her own 
efforts plus American assistance of $24 billion, 
has survived them all. Now, as we approach the 
seventh year since the end of hostilities, stability—in 
the sense of enduring self-support—has still not been 
achieved and the call for American help continues. 
With 1952 at hand, there is another British balance 
of payments crisis, renewed French weakness, con- 
tinued Italian unemployment, a Netherlands trying to 
overcome an intra-European deficit partly reflected 
in a chronic Belgian surplus—and all before rearma- 
ment, which was supposed to bring the real problems, 
has really begun. Talk of British and French devalu- 
ation is in the air. 


IMPROVEMENT, TOO 


There has, of course, been substantial improve- 
ment in many directions. Western Europe’s deficit 
with the United States has been appreciably reduced. 
The volume of intra-European trade is greater by a 
third over what it was in 1938. Industrial production 
of the Marshall plan countries is more than 40% 
higher. Electric power, cement, shipbuilding, rayon 
and motor-vehicle production has expanded greatly 
over prewar. Wool and steel production is 25%-30% 
higher. Cotton yarn production and agricultural out- 
put have risen moderately. Coal is an important 
laggard. 

Despite some notable gains, in several respects there 
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DILEMMAS OF 
EUROPEAN RECOVERY 


appears lack of progress compared with post-World 
War I—even though there has been a better produc- 
tion recovery this time. Seven years after the previ- 
ous war, Britain had returned to the gold standard. 
Germany, although shaky, was united and back on her 
own political feet. The flow of American dollars to 
the world was on a private investment, not a govern- 
ment grant, basis. 

Many of these gains, and others like them, were 
only too illusory, as the Thirties and the war which 
followed disclosed. It seems now that the British 
went back to an overvalued pound; that German 
reparations in money created more problems than 
the amount of damage redressed; that many American 
investments abroad were unwise,’ etc. With such ex- 
perience behind us, it might be supposed that this 
time a more stable recovery could have been achieved. 

The differences between the periods are, however, 
large. War damage in the second war was greater 
and more extensive—reaching into Southeast Europe, 
Russia, and, roughly speaking, the portion of Asia 
east of India. Germany is divided. Colonial empires 
and the investment earnings therefrom have in many 
cases been reduced or lost. Investments in noncolonial 
areas including the United States and Latin America 
were cashed in heavily. 


RESTRICTIONS COMPOUNDED 


The demands for full employment have made infla- 
tion more difficult to cope with. The terms of trade 
between Europe ard the raw-material producers have 
remained persistently adverse as compared with pre- 
war.” Restrictions on the movement of persons, 
trade and capital—techniques learned or perfected 
during the depression—have become endemic. And, 
the factor which in the long run perhaps outweighs 
them all, the political antagonism between East and 
West, has colored almost all the international actions 
of the major countries since at least 1947. 

During these critical years, United States aid and 


'This held true chiefly of our investments in Latin America, but 
this outflow made dollars generally more available to Europe, too. 

The volume of exports of Marshall plan countries was 82% 
higher in 1950 than in 1938, while the volume of imports increased 
but 3%. Nevertheless, the trade deficit (imports c.i.f.; exports f.o.b.) 
rose from $3.1 billion to $5.6 billion. A large part of this deterioration 
must be ascribed to relative price movements. 
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policies played a major role. On the whole, especially 
after the immediate postwar distress was alleviated, 
our dollar aid has been marginal—amounting, during 
the greatest year of Marshall aid, to about 5% of 
total European national incomes.! But this margin, 
composed of essential raw materials, fuels and food- 
stuffs as well as machinery, was a critical one. Even 
with it, total European gold and dollar reserves fell 
from the beginning of the recovery program until the 
1949 devaluation. 

Objection was—and in some instances still is— 
made to the very idea of an aid program. But the 
decision was made, a program resulted, and policies 
were formed. And, up to now, the chain of events 
has left a powerful United States still supporting a 
relatively weak Europe. Since the affairs of the old 
continent are still such a big issue, internationally and 
domestically, it may be pertinent to review, in the 
perspective of seven years, the main outlines of our 
economic policies and some of the problems that 
have arisen. 

At the outset of the postwar period, the immediate 
emphasis was on European relief and rehabilitation 
assistance, in which UNRRA played the major role. 
Germany was helped by the Army Civilian Supply 
Program, which finally merged with and then disap- 
peared into the general ECA program. These were 
gifts. 

There were also credits: lend-lease,? surplus 
property and ship sale credits. But these were of an 
emergency and act-of-charity variety by which we 
willingly disposed of our excesses. 


WHAT WAS EXPECTED 


During this early period there was no integrated 
program in any real sense. Apparently, it was ex- 
pected that relief-type aid, for a year or two longer, 
would pull Europe through until the International 
Monetary Fund, the International Bank and our own 
Export-Import Bank could take over such long-range 
and emergency tasks as were left. The latter institu- 
tion was already very busy in Europe at an early date. 
In the first eighteen months after the end of the war, 
$1.9 billion in European loans was authorized—of 
which $1.2 billion went to France and $300 million 
to the Netherlands. 

By the look of what the United States actually did, 
it seems that we were expecting, in fairly short order, 
the speedy return of European political and economic 
stability and the consequent establishment of a tol- 
erably free world multilateral trading system. The 
International Trade Organization—then being dis- 
cussed, now in limbo—was to furnish the orderly 
framework. Meanwhile, new agreements on tariff re- 


1[his did not hold true for all countries, of course, the figure cited 
being an average. See “ERP Impact on National Incomes,” The 
Business Record, January, 1949. 

Supplies left in the pipe lines. 
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duction and trade practices were to prepare the way 
for ITO. The International Monetary Fund was to 
tide the new trading system over the rough spots with 
advances of currencies in temporary short supply. 

Very early, even before the Japanese war was con- 
cluded, it was perceived that these hopes might stand 
or fall on the behavior of sterling. A large fraction of 
world trade is normally conducted in sterling (about 
50% in 1948) , and if this key currency could be placed 
on a sound basis, there were reasonable grounds to 
expect that this fact alone could contribute signifi- 
cantly to world stability. Medium-term financing of 
the United Kingdom therefore seemed in order. 

The $3,750-million loan to the United Kingdom, 
to be available until December 31, 1951, was negoti- 
ated during the latter part of 1945, and came into 
force in July, 1946. In return for this assistance, the 
British promised, among other things, a return to 
sterling convertibility; and the free convertibility of 
sterling earned on current account was duly allowed 
on July 15, 1947. Severe gold and dollar losses 
promptly followed. Convertibility was suspended on 
August 20 of the same year. During that July and 
August, the British loan was drawn down by $1.3 
billion; but, even before, the line of credit was swiftly 
being consumed. From July, 1946, through June, 
1947, a total of $2,050 million was used. Thirteen 
months after the initial credit was taken, therefore, 
only $400 million of the five-year credit was left. In 
the following spring, the Marshall plan came along 
just as the funds were being completely drawn down. 

But this runs somewhat ahead of the story. 

While the dollar transfusions for the sterling area 
were rapidly being consumed, other claimants for 
assistance were appearing. First came Greece and 
Turkey, early in 1947, mostly because they were 
in military difficulties and we had to take over for 


Improvement in Western Europe’s Internal Trade 
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the British. By the spring of 1947, Greece, as well 
as Austria, Italy and Trieste, appeared on the critical 
economic list, and a $255-million aid program went 
into operation for them. By December, France was 
ailing and Austria and Italy required still more dollar 
plasma. They received $577 million worth. 

The patchwork nature of our efforts was becoming 
fully apparent by the middle of 1947, as the remarks 
of General Marshall (then Secretary of State) at the 
Harvard commencement in June of that year clearly 
attest: “ . . . assistance, I am convinced, must not 
be on a piecemeal basis as various crises develop. Any 
assistance that this government may render in the 
future should provide a cure rather than a mere pal- 
ligtive. «2. 


GROPING TOWARD POLICY 


Although this statement was made in reference to 
the entire world, the procession of events up to this 
point lent themselves to the interpretation that the 
United States was being especially committed to a 
continual series of sporadic dollar infusions into 
Europe. Gold and dollar reserves were being eroded, 
and spot or loan assistance was being rendered to 
many countries. 

The Secretary next addressed himself more specific- 
ally to Europe, and the Marshall plan, in effect, was 
launched with the subsequent words of the same 
speech: 


“Tt is already evident that, before the United States 
Government can proceed much farther in its efforts to 
alleviate the situation and help start the European world 
on its way to recovery, there must be some agreement 
among the countries of Europe as to the requirements of 
the situation and the part those countries themselves will 
take in order to give proper effect to whatever action 
might be undertaken by this government. It would be 
neither fitting nor efficacious for this government to 
undertake to draw up unilaterally a program designed to 
place Europe on its feet economically. This is the busi- 
ness of Europeans. The initiative, I think, must come 
from Europe. The role of this country should consist of 
friendly aid in the drafting of a European program and 
of later support of such a program so far as it may be 
practical for us to do so. The program should be a joint 
one, agreed to by a number, if not all, European nations.” 


If we were to furnish any aid to Europe at all, 
these statements came to mean, it must be on a regu- 
lar and systematic basis with a planned-for termina- 
tion date. As things turned out, the European nations 
did seize the initiative and the Marshall plan began 
in April, 1948, just as the British loan and funds 
for special aid to other countries were running out. 

Marshall aid was virtually a complete departure 
from the thesis that emergency rehabilitation would 
lead to a sound European economic structure. The 
decisive differences from before were two: a long- 
term and integrated distribution of assistance; a 


Including Western Germany in Marshall Plan coun- 
tries’ output record pulls total down, although 
production in that country has risen more than 
in others since 1948 
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switch in emphasis from succor and rehabilitation to 
improvement and expansion. In respect to the latter, 
it had become obvious that restoration to prewar per- 
formance was not enough. Prewar had to be improved 
upon if Europe were to stand on her own feet once 
more. 


Several main lines of attack were used: 


1. Essential food and raw materials were supplied; 

2. New machinery and vehicles were made available; 

3. Europeans were brought to this country to learn 
what they could from American production techniques; 

4. Expansion of raw material production in European 
dependencies was aided; 

5. Intra-European trade quotas and monetary restric- 
tions were liberalized; 

6. Anti-cartel policies and European integration were 
fostered; 


7. Attempts were made to encourage American private 
investment in Europe. 


These actions were, of course, not put into effect all 
at once, but developed with the passage of time. 


THEN KOREA 


With intervening ups and downs, that brings the 
story as far as the Korean War. On the whole, things 
were looking up by then. The wholesale devaluations 
in September, 1949, which coincided with an upswing 
in American buying, had improved the trade position, 
and production was mounting through the first quar- 
ter of 1950. 

Then came the Korean war. It increased every- 
body’s demand and hiked everybody’s prices. At 
first, this was a good thing for Europe generally. The 
countries that had overseas possessions or investments 
profited from the enormous rises in raw material quo- 
tations. Direct sales to the United States went up. 
Sales between European countries rose. Sales to other 
regions increased. Britain, with her own deficit with 
the United States closed and with the sterling area 
running a surplus with this country, expanded gold 
and dollar reserves at a very rapid rate, and so agreed 
to the suspension of Marshall aid as of January 1, 
1951. 

By the fall of 1951, this rosy situation had dark- 
ened. The rapid surges in demand had, in many in- 


_stances, pressed on capacity, so costs were rising and 


bottlenecks were developing. Raw materials prices 
had declined as American buying slowed. This latter 
development reduced the flow of dollars. At the 
same time, the raw materials bought at the old prices 
were working their way into the European price 
structure; and, with export prices still lagging behind, 
the terms of European trade had been given another 
twist for the worse. Si 
Among the disturbing developments were Britain’s 
gold losses and fears of coal and power shortages; 
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France’s instability; Germany’s and France’s coal im- 
ports from America; Belgium’s perpetual European 
creditor position; and the continuation of the pocket of 
poverty in Italy. 

The Economic Cooperation Administration, now 
preoccupied with changing over recovery economies 
to rearmament economies, embarked on a new course. 
The productivity drive was to be enhanced by send- 
ing American technicians and engineers directly into 
the European plants. In a sense, this step was 
forced upon the ECA by events. With a rise in arms 
production, machinery, manpower and materials for 
the expansion or even the maintenance of both home 
and export goods output will be limited, and an in- 
crease in productivity might provide a crucial margin. 
The ECA announced that thereafter it would also be 
concerned with how productivity gains were to be 
split among owners, workers and consumers. At the 
same time, the Marshall plan countries pledged them- 
selves to a 25% expansion in production over the 
next five years. 

The United States was not only urging greater 
speed in rearmament, but appropriating more money 
to supply Europe with additional arms. Appropria- 
tions now total about $10.5 billion, a sum that will 
stretch shipments out over several years.! Of this 
amount, $5 billion has newly been appropriated. 


MORE DOLLARS, MORE ARMS 


This recent act carried $1 billion in economic assist- 
ance. Even so, before the funds were voted, Europe, 
the ECA and General Eisenhower wanted more eco- 
nomic dollars. Europe, most probably, would have 
liked the more dollars to be at the expense of less 


arms. In the end, Congress authorized 10% of the 


arms funds to be switched to or from economic aid at 
executive discretion. 

A substantial amount of the arms fund will appar- 
ently be used to finance the production of military 
goods in the countries themselves. Orders will be 
placed for end items or components, and final pay- 
ment will be made in dollars. The net effect will be 
that Europe will be earning dollars for some part of 
its own arms output, while receiving commensurately 
less arms from this country. 

It is pointed out that dollars so earned will not rep- 
resent the same net dollar gain to European nations. 
Some dollar costs will be incurred in the production 
process, and some portion of domestic supply or ex- 
portable goods will be forgone. On the other hand, 
the strain on United States facilities will be relieved 
and the best use of the productive plant of the North 
Atlantic Treaty nations as a whole will be made. 

Europeans are now wondering out loud whether they 
will be able to support the arms burden asked of 


1See “Arms and the Export Gap,” The Business Record, September, 
1951. 
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them. Even before, at the Ottawa conference of the 
North Atlantic Treaty Organization this past Septem- 
ber, no agreement, so far as is known, was reached 
as to how large a defense program each country could 
afford or would agree to sustain, or of the proper divi- 
sion of forces and kinds of output between countries. 

At this point, therefore, it would seem that the 
issue of European economic self-support has become 
subsidiary. As if to emphasize the new state of af- 
fairs, the Economic Cooperation Administration is 
being absorbed into the Mutual Security Administra- 
tion. If there is an economic aim at present, it seems 
rather to prevent the arms burden from injuring the 
existing economies. Long-range self-support is appar- 
ently still the goal, but what the interim state of 
European economic health is to be is not clear. At 
the moment there is still some $2.7 billion in eco- 
nomic aid scheduled! which Europe has not yet re- 
ceived. As this peters out and rearmament gets under 
way, it might be necessary for the United States to 
reappraise the position if official quarters are not al- 
ready doing so.” 


APPRAISING THE RECORD 


Broadly speaking, how is this record to be looked at? 
Two sets of questions apply. The first relates to what 
was done: was it not enough, just enough, too much— 
the right thing or the wrong thing?? To those who ad- 
vocate large dollar spending programs around the 
world, it was not enough. It was too much to those 
who believe that the contribution of foreign aid to in- 
flation and heavier budgets is a principal domestic 
threat. To some it was just right, or at least tolerably 
right, although in retrospect, these would probably 
agree that an integrated program should have begun 
earlier. 

It was the wrong thing to those who felt that the 
answer was an immediate or practically immediate 
return to free convertibility and more orthodox eco- 
nomic policies throughout Europe. It was also the 
wrong thing to some, primarily in Europe, who believe 
that the United States is underinvesting abroad, 
overinvesting at home, and underimporting; and that 
therefore a continuing policy of discrimination against 
the dollar is required. 

Then there is a second set of questions, partly ex- 
traeconomic in character. Just what was it possible 
to do, economically and politically? Also, was it pos- 
sible to foresee developments, chiefly the extraordi- 
nary dominance of the American economy? Or con- 
versely, the long-term weakness of other economies? 
Again, would the results of any economic policy have 
been overweighed by other factors? Among the latter 


1New funds or old ECA monies still in the pipe lines. 

*It is also pertinent to remember that economic aid is supposed 
to terminate at the end of the current fiscal year. 

3It was almost universally admitted that some sort of immediate 
postwar emergency assistance was proper. 


might be included the continued division of Germany; 
the East-West political tensions and the breakdown in 
East-West trade, among other results; national and 
independence movements in Asia and the adjacent 
archipelagos; the Korean war; and renewed rearma- 
ment. There have also been droughts, severe winters, 
maldistribution of European manpower, lags in agri- 
cultural output, and a sick or weak coal industry in 
every coal-mining country in Western Europe. 

Looked at in another way, these questions are 
among the key problems that have confronted 
America since the decision was made that we have 
responsibilities abroad. Some of the broad responses 
of policymakers to these worries have already been 
outlined. Details were also affected. 


EFFECT OF POLICY 


The first Marshall plan legislation provided that 
at least $1 billion of the $5 billion appropriated be in 
the form of loans. Through the fiscal year 1951, an- 
other $7 billion was appropriated. Yet the total 
amount of loan funds in the program come to only 
$1.137 billion for the whole period. The loan program 
fell into discard after the first year. 

ECA officials appearing before Congressional com- 
mittees fur the second appropriation testified that the 
Marshall countries were pretty weil “loaned up.” It 
was their contention that saddling these nations with 
additional long-term foreign debt while they were still 
in the process of recovery weakened a credit condition 
already practically exhausted. It was further main- 
tained that it would be a better policy to rebuild the 
countries to the point where they would have access 
to normal capital markets. ECA therefore wanted, 
and got, discretionary lending power.t 

Deteriorating relations between East and West 
have been long-standing Marshall plan problems, es- 
pecially in the resulting conflict between the require- 
ments of economics and those of politics. When the 
European nations first convened in Paris in response 
to Secretary Marshall’s statement, the U.S.S.R. bloc 
was represented. These delegations subsequently with- 
drew and launched denunciations of the scheme. The 
remaining nations drew up a program and submitted 
it to the United States. 

In its analysis of the aid program, a Presidential 
committee headed by W. Averell Harriman stated 
that aid was necessary because of humanitarian, eco- 
nomic and political reasons. The third reason, oppo- 
sition to communism in Europe, was deemed the most 
important. In the body of its report, however, the 
Harriman committee acknowledged the “vital” role 
that grain imports from Eastern Europe would play. 
Timber and coal were other important commodities 
- In the course of one of the colloquies, the Congressman who had 


sponsored the original loan provision declared that, without it, aid 
funds for the first year would have been $1 billion less. Ax 
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Dollar deficit of ERP countries again rises. . . 
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from that area which Western Europe would require, 
and, of course, pay for in manufactured exports. The 
position can be interpreted as advocating opposition 
to communist movements within Western Europe 
through economic progress, but continuing economic 
cooperation with Eastern Europe. 

Since then, of course, political relations between 
East and West have grown steadily worse and, with 
this development, the Marshall plan has more and 
more tended to play an overt political role. Among 
the major examples of this trend have been heavily 
publicized rush aid shipments to Italy during the 
Italian election campaign of 1948; the threat to shut 
off assistance if strategic goods from West Europe 
were exported eastward; the decision of ECA to take 
on, as a primary aim, the increase in Europe’s defense 
production. 

Our world trade policy has also been affected by 
political considerations. Our arguments for the free- 
ing of world trade have rested on the classical teach- 
ings that unhindered multilateral trade, which spreads 
the fruits of the division of labor, results in the highest 
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standards of living for everyone. In practice, of course, 
we have been forced to wink at, or even acquiesce in, 
many violations. Perhaps the winking and acquiescing 
have been more widespread than many American 
economists and businessmen would like, but it is 
also probably true that we could not have brought 
the world to our point of view as rapidly as many 
might wish. This difficulty is reinforced by the effects 
of such forms of protection as we practice ourselves. 
However this may be, it has become increasingly 
clear that we are prepared to forgo the classical advan- 
tages where trade with the Soviet group is concerned, 
giving, instead, political and defense considerations 
overriding priority. 

The present emphasis on rearmament has brought 
another question to the fore, or has at least given an 
old problem new slipperiness. That question is: What 
is recovery—or when should American aid cease? 
The answer, reached by mutual agreement in the case 
of the United Kingdom last year, was that aid ceased 
when gold and dollar reserves were built up by the 
recipient and the dollar deficit disappeared.1_ These 
reasons may not hold true for all countries (for ex- 
ample, Italy). Neither, in all probability would all 
countries have to close their dollar deficit, for that 
would imply bilateral, not multilateral, balancing of 
the trade. 


WHEN DOES IT END? 


Yet had Britain really recovered even before the 
latest downturn? Moreover, how much had Europe 
as a whole improved, even though the trade balance 
was healthier, production was up and dollar aid had 
decreased? That depends on how exacting the defini- 
tion of a self-sustaining nation is. If that definition 
were to include a nation’s self-provision for defense 
in terms of the going international requirements, re- 
covery was even more partial than it turned out to be. 
For, while Marshall aid was tapering off, military 
assistance was beginning—and it grew larger. And this 
aid may well continue for some years to come. Just 
what then is recovery? Obviously, the criteria may 
vary in accordance with the special situations of par- 
ticular countries, but where, in general, should the line 
be drawn? 

If the foregoing applies to the width of recovery, 
a similar problem arises as to its depth: just how 
thoroughgoing should recovery be and how can its 
thoroughness be measured? Britain may again be 
cited as an example. With American aid, she was 
moving along fairly steadily until the beginning of 
1949, when she began to lose ground steadily on trade. 


1These are the only reasons given in the joint United States-United 
Kingdom statement on the matter of December 13, 1951. It empha- 
sizes that the aid has only been “suspended,” and that “reconsider- 
ation” is provided for, if necessary. The statement also says that 
suspension does not mean that the “recovery of the British economy 
is complete or that the financial resources of the sterling area are 
adequate.” 
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The Price Factor in Europe’s Worsened Trade Balance 
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When the prices a country pays for its imports rise faster than the prices it receives for its exports, it takes 
more exports to buy the same amount of imports. The "terms of trade" are then said to have become less favor- 
able. Imports are now relatively more expensive and if more goods and services are not sold, recourse must be had 
to financial measures such as expending foreign exchange reserves. In these charts, the experience of the first four 
countries typifies the terms of trade experience of most Western European countries since Korea. — Belgium 
and Sweden are two of the exceptions. The high prices which Belgium is getting for steel, pig iron and 
zine and Sweden is obtaining for timber and newsprint, are largely responsible for their more favorable positions. 
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Sources: International Monetary Fund; Taz Conrerence Boarp 


Devaluation finally resulted. Many European jour- 
nals and economists (for this held broadly true of 
most of Europe) blamed the crisis on the American 
recession which had caused a slackening in the rate 
of United States imports. The United States, in a 
sense, was held “responsible” for the European crisis. 


SENSITIVE TO THE U. S. 


Others, however, pointed out that this particular 
American recession was only a “wrinkle” judged by 
the long-term record of the American economy. If a 
brief “shake-out” in the United States could put 
Europe through the wringer, just how stable was 
Europe? What would happen if a really serious Ameri- 


can cycle developed? Would the United States have 
to maintain its economy at perpetual inflationary or 
near inflationary full employment if Europe were not 
to undergo recurrent crisis? 


But too much inflation in the United States also 
seems undesirable from an international point of view. 
That, at least, is the inference of recent experience. 
American demand pushed up world raw material prices 
last fall as the United States bought copious, perhaps 
overly large, quantities. United States inflation was 
thereby transmitted abroad. This initially put dollars 
and gold into the coffers of European nations through 
their trade and financial relations with the raw ma- 
terial countries, as well as because the United States 
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increased imports directly from them. But the situ- 
ation became adverse when the higher prices for raw 
materials began to be absorbed into the European 
price structure and total American import demand 
declined. Still, demand for goods generally had in- 
creased because of the inflationary wave and the 
anticipation of or preparation for rearmament. For 
this reason, bottlenecks and material shortages ap- 
peared. There is evidently a tricky passage between 
the inflation-Scylla and the deflation-Charybdis. 
Although one is generally justified in talking about 
Europe in this over-all fashion, Europe is, of course, 
a host of separate nations. There are eighteen Mar- 
shall plan ccuntries (including Trieste) and eleven 
European members of the North Atlantic Treaty 
Organization This inevitably means, in an over-all 
recovery program directed at Europe, that different 
countries require different treatment at different 
times, because progress is uneven and problems vary. 


FROM COUNTRY TO COUNTRY 


Thus, Belgium-Luxembourg, Sweden, Portugal and 
Ireland have had virtually no new allotments of 
Marshall funds since mid-1950. Belgium has for some 
time been matching, or better than matching, her 
dollar aid receipts with credits extended to her neigh- 
bors. British aid, of course, as well as aid to Ireland, 
has been suspended by agreement. Assistance to other 
nations has tapered off. But, indicating the special 
problems still present, Greece, Austria and Iceland 
have had to have separate American underwriting in 
their relations with the European Payments Union. 

The geographical term Europe, therefore, may be 
losing some precision as an over-all concept for our 
aid programs. There is no longer one almost undiffer- 
entiated mass of weakness—but degrees of weakness 
and, let it be added, degrees of strength. Even 
strength, however, may not be enough. Belgium is 
a notable example. Her trade position in recent years 
—a surplus with Europe, a deficit with the United 
States—has certainly been tenable according to text- 
book standards. The only trouble is that this classical 
multilateral position will not work today because the 
credits Belgium earns in Europe cannot be directly 
converted into dollars to pay off the United States. 

From another point of view, the geographical con- 
cept Europe to not sufficiently inclusive. In the 
case of the United Kingdom, for example, it has been 
increasingly recognized that her relations with the 
overseas sterling area may be thought of as simultane- 
ously (1) dividing her interests between continental 
Europe and the outer Commonwealth; and (2) bring- 

1Spain and Yugoslavia are not included in this count. Switzerland 
never received ECA dollar aid, although she participates in the 
Marshall plan organization. 


*Belgium’s high tariff on agricultural imports from the Netherlands 
contributes to this surplus—and to the Netherlands’ deficit. 
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ing the fortunes of Europe and the outer Common- 
wealth closer together. At any rate, because of this 
relationship, European trade with the sterling area 
has been brought into the European Payments Union. 
But by this action the United States has helped 
take the sterling area directly into the Marshall plan 
because the EPU has our financial backing and sanc- 
tion. We had previously done so less explicitly by sup- 
porting the United Kingdom’s reserves, which are 
really the reserves of the sterling area. 


MORE THAN EUROPE 


In the case of France, it is to be presumed that 
tacit agreement or open support for her role in 
Indo-China, in the final analysis, has meant greater 
need for American aid in Europe. In the case of the 
Netherlands, the loss of the East Indies has made 
her recovery problem more difficult than otherwise. 
ECA has also aided European dependencies to in- 
crease their output of raw materials. Putting the evi- 
dence together, it can be seen that what we have been 
concerned with is not Europe alone, but substantial 
sectors of the European trading and political system. 

For the United States, it is turning out, Europe is 
no longer Europe in the old territorial sense. We are 
learning, be it occasion for pride or regret, that Europe 
exists wherever the interests of that continent are 
involved. 

Lawrence A. MAYER 


Division of Business Economics 


SECOND-GUESSING THE PROFITS FIGURES 


Current profitability may depend on when you look 
at the figures. 

Figures on corporate profits take months to gather. 
It’s a matter of collecting and adding statements of 
a large sample of the nation’s corporations. The De- 
partment of Commerce’s estimates—the official ones— 
are published four months late. But business profit- 
ability is an important indicator of economic trends. 

So the Council of Economic Advisers gathers all 
fragmentary data it can and gets up a preliminary 
estimate of profits one month after the end of each 
quarter. In the past these estimates have been reason- 
ably close to the final Department of Commerce com- 
pilations. But during the last two quarters the figures 
have gone awry. For example, in the October, 1951, 
issue of the CEA’s Economic Indicators before-tax 
profits were shown for the second quarter of 1951, as 
$48.5 billion and for the third quarter as $46.5 billion 
(both annual rates, seasonally adjusted). 

Final figures for the second quarter are available 
from the Department of Commerce—$45.4 billion, 6% 
under the original estimate. The CEA, fortified with 
better data for the third quarter, has a new estimate 
of profits in its Economic Indicators for November— 
$41.5 billion, down 11%.—A. G. 


Survey of Business Practices 


SHORTAGE OF SKILLED IMPEDES OUTPUT 


and highly skilled personnel is retarding pro- 
duction and forcing companies to use their 
hard-pressed staffs to cope with production problems 
“at the expense of research.” So report the 146 manu- 
facturing companies cooperating in last month’s sur- 
vey of business practices, two thirds of whom are 
today “actively seeking” engineers, chemists, physi- 
cists, and such highly skilled men as die sinkers, pat- 
ternmakers, and tool makers. 

Furthermore, the current market rates caused by 
competition for such people are having an adverse 
effect on established company wage structures, mak- 
ing it “difficult to hire needed personnel.” Frozen wage 
scales aggravate the situation, many cooperating com- 
panies reporting that their established wage rates give 
them “little leeway to compete for labor” in their 
local areas. 

The damaging effect of the increasing turnover of 
technically trained and highly skilled personnel, in- 
duced by intercompany competition for their serv- 
ices, is heightened by the withdrawal from the labor 
force of some of this type of personnel by the armed 
forces. 

To counteract these losses and to meet expanding 
demands for personnel, cooperating manufacturers 
are intensifying efforts to recruit additional personnel 
from schools and other industrial areas, and are 
training and upgrading their employees and encour- 
aging more overtime work. Reporting companies also 
believe relief would come from some easing of Selec- 
tive Service regulations and a Wage Stabilization 
Board ruling requiring new or expanding companies to 
keep wages in line with those already established in the 
local community or area. 

The current shortage of skilled personnel is, of 
course, a result of superimposing a “defense economy 
on top of a robust civilian economy.” Cooperating 
executives believe that if the defense program were 
curtailed the situation would ease, even though some 
state they are presently seeking engineers and highly 
skilled men to handle nondefense work, and any de- 
fense curtailment would not materially affect their 
needs. 


Neca: SHORTAGE of technically trained 


PERSONNEL IN DEMAND 


Shortages of practically every type of technically 
trained and highly skilled personnel were reported. 
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The accompanying table lists the skilled heip needed 
by ninety-seven cooperating companies. 


EFFECTS ON WAGE RATES 


Competition for this scarce personnel has caused 
an upswing in asking prices and in the wages neces- 
sary to keep these employees. Many manufacturers 
report that the “effect of the current market prices 
for highly skilled and technically trained people has 
forced us to the top of our starting range,” upsetting 
established wage schedules and making it impossible 
in a number of cases to hire at usual starting or 
minimum rates. 

These cooperating companies find that “because the 
wage freeze limits our ability to grant raises within 
our salary brackets” they are losing people to other 
companies with “comparable wage scales but who can, 
however, offer starting wages at the upper limits of 
the scale” as an effective substitute for a raise. 


Recommended Control 


To counteract this, some recommendations and 
suggestions by executives favor the establishment of 
area wage scales by the Wage Stabilization Board to 
end the “sky-is-the-limit” payment of higher rates 
by new or competing firms, thus preventing job hop- 
ping which would further increase rates. In this light, 
some companies report that, before hiring, they check 
with the employee’s former company to ascertain 
whose need is the more critical. 


Personnel Needed 
Ninety-seven manufacturing companies 
No. of 


Com- 
panies 


Highly Skilled Personnel 


Technically Trained Personnel 


Tool and die makers... . 
Draftsmen 
Machinists 


Mechanical engineers... .. 
Chemical engineers....... 
Graduate chemists....... 
Electrical engineers....... 
Metallurgical engineers. . . 
Industrial engineers. ..... 
Civil engineers........... 
Physicists sence sete 
Biologists eencan tenn te 
Other types of engineers*. 
All:typessers eee ee 


*Includes aeronautic, time and motion study, design, electronic, servo, 
and ceramic engineers. 
tIncludes welders, layout men, and tool room grinders. 


Source: Tur ConrerEence Boarp 


petroleum 
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Some manufacturers state that they cannot meet 
their area wage rates and “must appeal on a basis 
other than salary,” such as congenial working condi- 
tions and permanency of employment, to hire person- 
nel when their wage offer falls below local competitors. 
In more extreme cases, however, several companies 
said they were “just not able to hire needed personnel 
even at our maximum rate,” and one manufacturer 
who is forced by local competition to hire at his maxi- 
mum wage for junior engineers states: “We are 
forced to find something in each individual’s experi- 
ence or personality to justify our granting this 
maximum.” 


The Bad Effect 


A number of executives report that to hire above 
the usual starting or minimum wage has a “very bad 
effect” on older, more experienced employees. Accord- 
ing to one: “The outlandish salaries being paid by 
some companies have a demoralizing effect on our 
older employees. Young engineers just out of college 
are receiving salaries almost as high as engineers 
with considerable practical training and experience.” 


Upgrading 


The upgrading of these older employees into higher 
wage brackets, permitting the company to “make the 
necessary adjustments in salaries,” has helped to 
some extent in erasing existing discrepancies in wages. 

Although a third of the eighty-three companies re- 
porting on the effects of the personnel shortage on 
wage schedules said they are having “no trouble fitting 
additional people into established wage schedules,” 
some admit there are “pressures on the bottom of 
wage scales, but not yet in serious proportions.” 


STARTING RATES REPORTED 


As an illustration of present starting rates, the ac- 
companying table (page 462) presents the monthly 
wages being paid to technically trained and scientific 
personnel with less than two years’ postgraduate or 
industrial experience by 101 of the manufacturing 
companies cooperating in this month’s survey. 


PERSONNEL LOSSES 


Almost all cooperating companies report losing 
some men to the armed forces through Selective 
Service and called-up reserve groups. But most losses 
have been to other companies, principally new com- 
panies and those expanding their defense production. 


Pirating 
Many cooperators said losses of trained, experienced 
personnel to other companies have occurred as a result 


of “deliberate pirating by the lure of higher salaries.” 
Companies limited in the amount of wage increases 
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they can grant find they are losing personnel to com- 
panies that are permitted to offer starting rates 
“higher than we pay to our more experienced workers.” 
These losses, however, tend to be self-compensating 
in some cases. According to one executive: “Losses 
to other companies have been offset by replacements 
who have resigned from other companies to join us.” 


Armed Forces 


While losses to Selective Service were generally 
not considered severe in number, some cooperating 
companies thought any such losses were “potentially 
dangerous.” They pointed out that drafted employees 
were usually young men who would lose the years 
during which they would normally be gaining experi- 
ence for future responsibilities. Some companies also 
point out that because the “situation can change so 
quickly,” Selective Service losses could become a 
major problem at almost any time. 

Though smaller in number than losses to Selective 
Service, reserve officer losses were found to be mostly 
of experienced personnel. Several executives write: 
“The greatest impact upon us has been the recall of 
reserve officers” and add that they have already lost 
key men who will be difficult to replace without con- 
siderable training of replacements. 

Thus, highly sensitive to these losses, many cooper- 
ating companies recommend that there be some eas- 
ing of draft and officer recall laws, and a greater appre- 
ciation on the part of the government of the role of 
the engineer and highly skilled man in maintaining 
production and development. Concrete suggestions 
aimed at improving this situation, such as those made 
by the Engineers Joint Council, also include: (1) per- 
manent deferments of critically needed personnel, or 
at least deferments until suitable replacements can 
be obtained and trained; (2) permission for students 
to complete college and school training, and then to 
gain some experience; and (3) avoidance of drafting 
or recalling to active duty highly experienced person- 
nel unless they are needed and assigned to projects 
requiring their specific skills. 


Hoarding 


Akin to “pirating” of present employees is the 
hoarding of employees entering the labor force. Sev- 
eral companies complained of the “stock piling” of 
personnel by other companies. One writes: “A neigh- 
boring manufacturer hired a large portion of the 
graduating class of a local vocational school. He has 
hired many more men than he needs, depriving us of 
them, and will shortly begin to release many of them.” 


Controls 


Such practices brought recommendations for man- 
power controls from several companies that thought 
such controls would be the “only practical means of 


Range or Average of Monthly Salaries of Engineers, Chemists and Physicists with Less 
Than Two Years’ Postgraduate or Industrial Experience 


Industry Range or Average 


Automobiles and equipment: 
Company A. .$325 to $375 
Company B. .$286 
Company C..$350 to $480 
Company D..$305, plus $16.66 monthly cost 
of living allowance 
$330 for 1 year’s experience, 
plus cost of living allowance 
$350 for M.S. degree, plus cost 
of living allowance 
Company E. .$280 inexperienced 
$330 B.S. experienced 
Company F. .$275 to $300 


Electrical appliances: 


Company A. .$325 to $350 

Company B. .$278 to $352 

Company C..$250 to $475 depending on ex- 
perience 

Company D..$300 


Electrical machinery: 
Company A..B.S. $298 
M.S. $318 

Company B. .$265 to start, plus $10 monthly 
automatic increase each half 
year 

Company C..$275 minimum, $295 average, 
$325 maximum, plus $20 
monthly first half-year, $15 
each next two half-years 


Engines and turbines: 


Company A. .$325 to $375, plus minimum 
bonus of 12%, all employees 
earning over $350 

Company B. .$312.43 minimum, $361.56 aver- 
age, $415.68 maximum, 
under two years’ experience; 

$385.37 minimum, $445.99 aver- 
age, $506.61 maximum, to 
5 years’ experience 
$470, $550 and $630 for over 
5 years’ experience 
Hardware: 


Company A. .$325 
Company B. .$326 for engineers; $360, chem- 
ists 


Heating and plumbing: 

Company A. .$250 to $275; other engineers 
$25 monthly each half-year 
to maximum of $400 

Up to $350 for apprentice en- 
gineers with outstanding back- 
ground 

Company B. .$250 raises to $325 end of two 
years 

$325 to $600 for experienced 
engineers 

Company C..$175 to $260 start; 40-hour 
week 

Company D. .$285 minimum; $300 average 

$275 training program; to $300 
in half a year, $325 end of 


year 
Company E..$275 to $300, engineers and 
chemists 
$300 to $375, physicists 
Company F. .$300 to $325 


Source: Tor Conrerence Boarp 


Industry Range or Average 


Industrial machinery, general: 


Company A. .$300 to $325 

Company B. .$350 

Company C. .$250 to $275 inexperienced 

$275 to $300 with one year’s 

experience 

Company D. .$280 to $390 

Company E. .$350 

Company F. .$315 to $483 

Company G. .$300 

Company H. .$325 to $370 


Industrial machinery, specialized: 
Company A..$275 to $325, engineers and 
chemists; average $300 
Company B. .$275 to $350; average $300 
Company C..$255 to $305 (plus 5 hours’ 
overtime weekly) 
Machine tools: 
Company A. .$300 to $335 
Company B. .$275 to $300 


Nonferrous metals: 


Company A. .$275 to $350, B.S.; $300 to $400, 
M.S.; $425 to $450, Ph D. 

Company B. .$325 

Company C. .$305 


Office equipment: 
Company A. .$275 to $294 
Company B. .$345 
Company C. .$325 
Company D..$285; increase to $350 in year 


Railroad equipment: 

Company A. .$300 (was $265 a year ago) 

Company B. .$275 

Company C. .$275 to $360 

Company D..$275 to $325, engineers; $300 to 
$350, chemists, physicists 

$325 to $350, M.S.; $450 to 
$475, Ph D. 
Steel: 

Company A. .$277 to $331 

Company B. .$300, plus overtime 

Company C. .$280, plus $21 to $34 minimum 
monthly at end of each year 

Company D..$290 to $308, 6 months; $325, 
one year, $342, 18 months 

Company E. .$300 to $350 

Company F. .$280 

Company G. .$275 to $285, 6 months, plus $15 
each of next three half. years 

$300 M.S. degree, to start 


Miscellaneous metals: 

Company A. .$300 

Company B. .$375 

Company C..$275 to $325 in nine months 
to year 

Company D..$390 monthly average (based on 
8 hours’ overtime, other in- 
centives) 

Company E..$305 (plus 5 hours’ overtime 
weekly) 


Building materials: 


Company A..$300 to $325, engineers; $325, 
chemists 

Company B..$291 to $333, B.S.; $358 to 
$417, M.S.; $450 to $525, PhD. 

Company C. .$285 to $330 
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Industry Range or Average 


Chemicals: 
Company A. .$330 to $360 
Company B..$324, B.S.; $375, M.S.; $470, 
Ph D. 
Company C. .$295 to $357, B.S.; $320 to_$400 
M 


5S. 
Average, $325 B.S.; $365 M.S. 
Company D. .$326 
Company E. .$325 to $400, B.S.; $375 to $450, 
MSS 


Company F. $250 to $275; average $260 
Company G. .$250 to $300 training program 


Food products: 

Company A. .$300 to $325, B.S.; $350 to $375, 
M.S.; $465 to $490, Ph D. 

Company B..$300, plus $25 monthly each 
half of first year 

Company C. .$370 to $435 

Company D..$300 to $350 

Company E. .$280 to $370 

Company F. .$250 to $290 

Company G. .$285 


Paper products: 

Company A. .$300 to $325, engineers; $350 to 

$400, chemists and physicists 
Training program, $275 plus $10 

monthly each half year 

Company B. .$300 to $325 

Company C..$275 to $300, trainees; $310 to 
$400, others 

Company D..$275 to $350; average $280 

Company E. .$350 

Company F. .$325 


Petroleum: 
Company A. .$328, B.S.; $356, M.S. 
Company B. .$325, B.S.; $340, M.S. 
Company C. .$325 to $360, B.S.; $385 to $420 
M 


= 

Company D..$316, B.S.; $374, M.S.; $452 
Ph D.; approximately $30 a 
month each half-year to $433 
at end of two years for B.S. 

Company E. .$330 to $375 

Company F. .$337, B.S.; $363, M.S.; $475 

; minimum, Ph D. B.S. and 
MS., average $10 monthly 
each half-year to $379, $405, 
respectively, end of two years 

Company G. .$330 to $360 

Company H. .$341 to $399, engineers; $330 to 
$358, chemists 


Rubber products: 
Company A. .$325 
Company B. .$325 to $390 
Company C. .$300 to $325, engineers; $275 to 
$300, chemists 
Textiles: 


Company A. .$310 
Company B. .$300 to $400 


Miscellaneous nonmeials: 
Company A. .$325 to $350 
Company B. .$300 to $325, engineers; $275 to 
$300, chemists 
Company C. .$325 
Company D..$300 to $350 


Company E. .$275 plus profit-sharing bonus 
Company F. .$325 
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preventing pirating and stock piling” of personnel. 
Other cooperating companies, however, offered volun- 
tary action by industry as well worth trying before 
applying strict governmental controls. 

In reference to the lack of trouble they have had in 
losing employees to higher-paying companies, a few 
manufacturers have pointed out that such factors as 
permanency of employment, equal opportunities for 
advancement, and pleasant working conditions and 
policies enabled them to “build a strong organization 
that permits us to weather current conditions.” 


EFFECTS OF DEFENSE PROGRAM 


No immediate relief of the shortage of technically 
trained and highly skilled personnel is foreseen. Even 
should the defense program be curtailed, most execu- 
tives feel it would not materially affect their needs 
for such men. “These people would still be used for 
our regular civilian production” is the consensus. In 
fact, in a few instances companies presently unable 
to expand in order to “strengthen our competitive po- 
sition,” state that a curtailment of defense production 
would actually increase their needs. 

Other cooperating companies report that a curtail- 
ment would “reduce needs somewhat, but would not 
cause the release of present staffs.” But, on the other 
hand, manufacturers reporting up to “70% of produc- 
tion directly on defense contracts” said that defense 
curtailment would leave them with excess staffs which 
would have to be drastically reduced. 

Executives believe, however, that the release of ex- 
cess personnel by a defense curtailment would “relieve 
the difficulty of getting additional personnel and keep- 
ing present staffs.” 


HOW COOPERATORS RECRUIT PERSONNEL 


Technically trained and highly skilled personnel are 
being intensively sought everywhere and by any and 
all methods thought feasible. In recruiting technical 
personnel, cooperating companies turn mostly to col- 
leges and technical schools. 


College Recruiting 


Most school recruiting is done in the months imme- 
diately preceding graduation, when company represen- 
tatives visit schools and colleges to interview pros- 
pective graduates and explain company programs and 
opportunities open to them. A number of manufac- 
turers report that a major feature of their college re- 
cruitment programs is to make it “cheap and easy” 
for prospective candidates to visit the company. They 
find this aids in obtaining a favorable decision. 

College and school recruiting, however, is becoming 
highly competitive as more companies attempt to re- 
cruit fewer graduates. Among the new companies 
entering this field is the manufacturer who has “estab- 
lished a full-time technical and executive recruitment 
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position, with two assistants, to go to schools and 
colleges to procure these people.” Writes another, 
sadly: “We were late getting started at colleges and, 
consequently, were unable to hire anyone.” 


Advertising 


Advertising continues to be a major means of at- 
tracting additional people. It, too, is becoming in- 
creasingly competitive and greater use is being made 
of radio and television commercials and handbills. 

Newspaper want-ads, however, are still the most 
common form of advertising for personnel. Some 
companies report that, in addition to advertising in 
big metropolitan dailies and local papers, they have 
begun to advertise in “small daily and weekly papers 
in the surrounding towns in the plant area.” Technical, 
scientific and trade journals also continue to be exten- 
sively used to attract highly experienced personnel. 

In contrast, companies in some areas have made 
agreements not to use local advertising which incites 
job hopping from one company to another by em- 
ployees. These companies, however, advertise freely 
in other areas. 


Employment Services 


The use of employment services, including state 
and federal services, college and technical society 
placement bureaus, and private employment agencies, 
are also commonly used by cooperating companies 
seeking to add to their staffs. In using these services, 
a number of companies report very good results by 
“constantly keeping requirements before the bureaus, 
revising these needs whenever they change.” Many 
college, school and technical societies also have lists 
of available men which note their training and experi- 
ence. 


Personal Contacts 


Personal contacts by company officers and em- 
ployees, and by professional and trade associates have 
proved fruitful in locating needed personnel. This 
word-of-mouth advertising to friends and acquaint- 
ances has recently been used successfully to locate 
greater numbers of men than in the past, when it was — 
considered most adapted for locating one or two men 
with highly specialized talents. 


Recruiting Squads 


A variation of the personal contact method is the 
recruiting team or officer. These people travel to 
various localities, make their needs known to local 
leaders and associations, and interview and hire ap- 
plicants. 


COMPENSATING FOR SHORTAGES 


In addition to attempts to recruit additional per- 
sonnel, many companies are trying to alleviate the 
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effects of the shortage of skilled and trained help by 
making adjustments and changes within their present 
staffs. 
Training 

Training and upgrading of present employees and 
apprentices has proved extremely valuable to a num- 
ber of manufacturers in easing the critical nature of 
some shortages. This is strongly recommended by 
companies who report successful results in the past, 
one of whom “increased the plant labor force by 40% 
in the past few years through employee training.” 

While some companies have accomplished this 
training in their own plants, others have paid the 
tuition of courses for their employees at local trade 
schools and colleges. A company long engaged in 
training of its employees, both in the plant and at 
local schools, reports it had “anticipated the current 
shortage some years back and intensified the train- 
ing of our own men. All our positions are now filled.” 

One complaint from a number of companies desir- 
ing to train part of their own labor force: “It’s hard 
to get trade unions’ permission to increase the number 
of trade apprentices allowed to a plant.” 


Overtime 


“Extensive overtime,” especially for engineering 
staffs, “is helping to fill the need” report a number of 
manufacturers who have been unable to hire the 
quality and quantity of personnel they require. Co- 
incident with this has been the assigning of experi- 
enced engineers to lesser projects when junior engi- 
neers have not been available. 


Simplification; Modernization 


Work simplification and the utilization of lower 
skills than normally required is another method be- 
ing used to alleviate the effects of the skilled person- 
nel shortage. Some companies have found it possible 
to change job requirements and “manufacturing setup 
so.as to reduce the skills necessary and enable the use 
of lower skills and training.” 

Modernization and streamlining of facilities and 
departments and the use of advanced equipment such 
as analogue computers are other methods mentioned 
by cooperating executives to increase the efficiency 
of their staffs, releasing the men from burdensome 
work to more critical projects. 


Subcontracting 


Subcontracting to companies with the necessary 
skills and facilities and farming out projects to engi- 
neering services and job shops have also provided 
some measure of relief for hard-pressed staffs. But 
companies using such services in addition to their 
regular staffs say, however, that they “require higher 
costs and delays in production.” And if more com- 


panies are forced to utilize such services, many coop- 
erating companies fear the further increase in cost 
and delay in completion that would result will further 
limit the advisability of using the services. 


The Essential Need 


Looking toward long-term easing of the current 
situation wherein there are “just more positions open 
than there are men to fill them,” most cooperating 
executives feel the situation will adjust itself as more 
students attend engineering schools “instead of tak- 
ing a ‘lit’ course.” These executives would, however, 
like to see a positive governmental and industry-wide 
policy and program of encouraging young men to 
enter engineering and trade schools. Some of their 
companies have already provided engineering and 
technical scholarships in schools and colleges to fur- 
ther this, and others report that they are contemplat- 
ing such moves. 


WHAT COOPERATORS SAY 


Selected extracts from the letters of this month’s 
146 survey cooperators, covering these and other 
points in connection with the problem of obtaining and 
keeping technically trained and highly skilled per- 
sonnel, follow beginning on page 482. 


Henry A. BALKE 
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DIFFICULT TO ESTIMATE EXPENDITURES 
(See following survey) 

Among those companies finding it difficult or 
impossible to estimate research and development ex- 
penditures is the automobile equipment manufacturer 
who states: “We have found that complete flexibility 
is preferable to having a separate research department. 
Consequently, our costs are mixed, as sometimes most 
of our engineers are employed on research and develop- 
ment activities, and at other times very little such 
work is necessary.” 

Another executive in the same industry says it is 
difficult to give accurate figures “because research ac- 
tivities of separate departments are included in total 
operating costs of each department. So expenditure 
totals are not obtainable as would be the case with 
a central research department.” 

An instruments and controls company sums up the 
position of a number of cooperating companies: “I 
have given expenditures for our research department 
only, which excludes considerable expenditures for 
development carried on by our engineering depart- 
ment. If all these development expenditures were 
included, it is probable that our research figures would 
be about doubled.” 
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RESEARCH DOLLARS GROW WITH SALES 


ESEARCH and development expenditures of 
almost half the 125 manufacturing companies 
cooperating in this month’s survey of business 

practices have risen considerably since 1946, although 
they have not quite kept pace with rising sales. 

The remaining companies are split almost evenly 
between those spending either a greater percentage of 
their sales dollar on research and development, those 
spending a negligible amount, and those whose re- 
search and development costs are mixed with other 
expenditures and cannot be accurately estimated. 
Many of these latter companies, however, report sub- 
stantial expenditures on research. 

Fundamental research and new-product research 
and development are receiving more attention from 
cooperating companies in 1951 than they received in 
1946. But there is no basic trend, since a substantial 
number of companies are also shifting from funda- 
mental research and are emphasizing product adap- 
tation and improvement. 

So far, only a small proportion of research expendi- 
tures is being made in connection with government 
work, although some companies hope their research 
will eventually lead to “substantial government con- 
tracts.” 


DOLLAR EXPENDITURES RISE SHARPLY 


Typical of many companies is the report from a 
metal products manufacturer that while research and 
development expenditures have decreased from 1.3% 
of sales to 1.2% since 1946, “sales have risen approxi- 
mately three times over the period.” This has resulted 
in much greater dollar expenditures at a lower per- 
centage of sales income. And, says an air-conditioning 
executive, noting a similar decrease from 1.4% to 
1.3% of total sales income spent on research and de- 
velopment. “The total dollars spent on research will 
probably be about 12.5% higher in 1951 than in 1946. 
Next year,” he continues, “a rise in percentage of 
sales to 1.4% will, however, raise total dollar expendi- 
tures by almost 26% over 1951.” 

In most reporting companies, research expenditures 
will increase with sales in 1952. Dollar expenditures 
will rise, generally, from 10% to 25% over 1951 levels. 
An engine and turbine manufacturer, for example, in- 
tends to keep his 1952 percentage of sales figure 
constant with that of 1951, but dollar expenditures on 
research and development are expected to increase 
approximately 30%. Several larger increases are re- 
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ported, the greatest being a 280% increase in dollar 
expenditures expected by a company now negotiating 
a government aircraft contract. 

But increases in research expenditures will not keep 
pace with sales in all companies. A dozen cooperating 
companies report they will spend a smaller percentage 
of sales income on research and development activities 
next year, although only two companies expect to 
spend fewer dollars on research and development next 
year as compared with this year. 

Some companies plan to continue increasing their 
research and development activity. For example, an 
electrical appliance executive whose company spent 
about 0.25% of its sales income on research in 1946 
and 1% currently, states that his company “intends 
to spend more each year until the figure reaches 
about 3% of sales.” 

And there are indications that research “productiv- 
ity” 1s rising in some companies. As an example, a 
metals manufacturing company reports: “We: feel 
we are getting from one and a half to two times the 
productivity out of our research department that we 
got in earlier years.” 


SHIFTS IN EMPHASIS 


Appreciable shifts in research emphasis in the past 
five years are reported by about half of this month’s 
cooperating manufacturers. Generally, this shift has 
been towards more fundamental research, new-product 
research, and product development. Typically, an 
electrical appliance manufacturer writes: “There has 
been a material increase in new-product activity in 
the past five years. We look forward to a continuance 
of the emphasis on new-product development, in addi- 
tion to the usual development of new models in the 
current line of products.” 

Typical of the companies putting greater emphasis 
on fundamental research, a textiles executive states 
that his company has “increased emphasis on funda- 
mental research as compared with applied research; 
that is, we’re putting more emphasis on the determina- 
tion of the principles on which the practical improve- 
ment of our product can be based.” 

In contrast, other companies are devoting more 
time to applied research and product adaptation. 
States an air-conditioning company: “Our program 
has seen an appreciable change in the last five years 
toward more applied research—looking to new prod-. 
ucts and new markets.” A chemical manufacturer 


Percentage of Sales Dollar Spent on Research and Development* 
aioe le on iss Sie rls OT Nee Se 


*Companies have varying opinions of what constitutes “research and development." 
The expenditures, therefore, may not be comparable from company to company. These 
data, however, do reflect trends within the individual companies. 


Estimated Expenditures 
in 1952 


Estimated Expenditures 


% of Sales Dollar in 1952 % of Sales Dollar 


Industry Industry a 
1946 1951 thes se. 1946 | 1951 As % of [As Dollar 
“ee Expenditures Expenditures 
Metal manufactures Metal man’f’rs (Cont'd) 
Air conditioning........ 2.50 2.50 n.a. | 20 greater Steel’ tinh teeterseeic n.d .225 (less 15 greater 
1.40 1.30 1.40 | 26 greater than 1946) i 
1.00 1.00 n.d. n.d. 34 40 higher 
Automobiles and equip- 41 24 n.d. 
ator veers Gpame eeer 3.00 3.00 | higher | 25 greater .10 .20 same 
emis s/t aig .30 25 25 same Miscellaneous metals....| .a .50 same 
Division{f 1.40 .90 .90 same 55 1.00 at preg 
(1.00 to| (2.00 to | (1.25 to 2.50 2.20 higher 
2.00) 3.00) 2.00) higher 1.30 1.20 n.d. 
5.00 5.00 5.00 higher 7.80 6.50 16 greater 
70 .50 .70 same Nonmetal manufactures 
1.25 91 91 same Building materials...... .40 .29 same 
Electrical appliances. ... 75 75 | (75 to (25 to 35 .39 same 
1.00) |35 greater) .168 .28 5 greater 
25 .50 .50 same .625 1.25 same 
25 1.00 higher n.d. .50 1.00 25 greater 
2.32 2.60 | (2.73 to @henticals: cass. seees oe n.d. 5.00 same 
2.86) n.d. 2.00 2.00 50 greater 
Electrical machinery....| 5.20f 5.00 a n.d. 46 49 18 greater 
13.00 10.00 9.00 | 20 greater 2.98 1.65 15 greater 
3.07 1.84 2.20 | 20 greater .50 1.00 (10 to 
Engines and turbines...} 1.00 1.30 1.30 | 30 greater 20 greater) 
Foundries.............. 25 1.00 1.00 same n.d. 1.96 n.d. 
1.00 1.00 n.d. n.d. 13.00 11.00 higher 
n.d. a n.d. n.d. 4.00 3.00 same 
Hardware.............. .80 1.00 n.d. n.a. 2.00 2.00 : same 
1.50 1.50 n.a. same 1.00 if ae 20 greater 
Heating and plumbing..| .44 .40 .50 | 25 greater 4.40 3.50 | 3.50 same 
n.a. 3.00 2.50 same Food products.......... 2.00 2.00 2.00 (10 to 
64 43 .50 n.d. 15 greater) 
.995 .917 .917 higher n.d .10 10 | same 
1.30 1.20 1.20 same n.d 2.00 2.00 same 
Industrial machinery n.d. higher same same 
(general)............. 2.33 3.50 | lower (10 to 44 .50 .50 | 10 greater 
15 less) mt) .12 n.a lower 
1.50 1.50 1.50 same 1.00 1.00 1.00 same 
70 1.40 1.20 | 20 greater Mining and quarrying...| —7.a. 40 40 same 
1.8 2.00 2.00 same 1.00 1.00 .560 | 50 greater 
; ; n.d. a n.d. n.a. a a a same 
Industrial machinery Paper products......... 1.50 1.06 higher higher 
(specialized).......... n.d. 10.00 | 10.00 same .50 1.00 1.00 |100 greater 
.80 1.90 | higher same 53 50 .55 | 20 greater 
6.60 : pe lower greater 25 95 25 same 
n.d. igher n.d. n.d. Petroleum products..... n.d. 1.00 n.d. 
Instruments and controls} 5.00 5.00 lower same ? 74 .64 64 Bao 
h . 2.60 2.80 2.10 | 16 greater .88 .66 .60 7 greater 
Machine tools.......... (4.00 to a n.d. n.d. 80 87 40 {12.5 greater 
5.00) .50 40 -40 | 10 greater 
n.d 1.00 n.d. n.d. Rubber products........ 407 40 n.d n.d. 
n.d. higher n.d. n.d. ; 1.10 .43 | higher n.d. 
n.d. a n.d. n.d. Textiles); SS.cteemee vate 1.00 1.00 higher n.d. 
pts a n.d. n.d. 0035 0035 .0035| same 
a n.d. n.d. 

Nonferrous metals...... a a n.d. n.d. "35 “85 “5 x Cia ss 
Office equipment........ 1.40 .66 | higher same Miscellaneous nonmetals| 1.20 1.10 1.10 | 10 greater 
: j 1.40 1.00 na. n.a. 3.70 2.30 | higher higher 

Railroad equipment..... 30 .30 .30 same (3.00 to} (3.00to | (3.00 to 
na. 1.00 1.00 same 3.50) 3.50) 3.50) same 
1.00 1.00 1.00 same 1.00 1.00 1.50 | 50 greater 
a a a same 


{Figures are for 1947, Several companies felt 1946 was an atypical year, reflecting 
the unusual conditions of reconversion from wartime to peacetime production. 


Source: Taz Conrerence Boarp 


n.a.Not available 
a Negligible amount 
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writes: “The change in our research has been to spend 
more on product adaptation and technical service to 
customers.” 

In the next year or two, many companies will place 
greater emphasis on new-product research develop- 
ment and adaptation, and on fundamental research. 
A member of this group is an electrical supplies com- 
pany which reports that “since World War II we have 
put emphasis on process development and quality 
control. But as our program develops, more emphasis 
will be put on new-product development, product 
adaptation, and fundamental research.” 

An automobile equipment company notes: “We are 
trying to develop knowledge which will be applied to 
products to be produced three or four years from now. 
In the past, our development activities were much 
closer to immediate requirements.” 

Still others will increase emphasis on product adap- 
tation. An electrical machinery executive, for ex- 
ample, reports: “During the next year or two we ex- 
pect to shift emphasis to product adaptation, giving 
more attention to customers’ specific application re- 
quirements. This is in anticipation of the need 
for having to go out and look for business.” 

Although there exists a difference of opinion as to 
whether trouble shooting and quality control ‘can 
properly be considered as research expenditures, a 
great many cooperating manufacturers report that 
they have intensified their work in these fields in the 
past five years. A food producer says that “quality 
control activities, as distinguished from new-product 
and development research, constitute a major part of 
our work in the research field. We expect to continue 
this in the future.” 


WHERE RESEARCH IS DONE 


Almost two thirds of the cooperating companies do 
95% or more of their research and development work 
in their own laboratories. And only 15 of the 109 
companies reporting on this noted that they did less 
than 75% of such work with their own facilities. Typi- 
cal of most companies, and particularly of the larger 
ones having extensive research programs, is the prac- 
tice of an electrical appliance manufacturer, who 
writes: “Occasionally we utilize outside facilities for 
some special investigation requiring personnel or 
equipment not available in our organization. But for 
any major project requiring facilities not owned at the 
time, we usually add those facilities.” 

Research done in other than company laboratories 
appears about equally divided between commercial 
and college laboratories, with college laboratories get- 
ting the bulk of fundamental research assignments. 

Experience with outside laboratories has, of course, 
been mixed. An air-conditioning manufacturer whose 
experience with outside laboratories “has not been 
too good,” writes: “Unfortunately, our product, 
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Changes in Research Emphasis, 1946-1951 


Seventy-one Manufacturers 


Number of Companies 
Reporting: 
Research Activity 


More Less | 
Emphasis | Emphasis 


New product research 
Fundamental research 


24 

13 
Product development research............... 13 
Qualityzcoutrolinns.y- sone ee 10 
7 

ra 

7 

2 


Appliedsresearchite snc either Seer ee 
Froduchadaptationy ten ntee ree 
(Troubleshooting ssnia oc aa eee 
Product mmprovementaan clei eee 


+ Ob ww wre 


Source: Tor Conrerence Boarp 


though widespread, is not too well known generally. 
Consequently, it takes so much of our time to educate 
a college laboratory that we find we can do many 
research projects about as economically ourselves.” 

On the other hand, a metal company reports that 
“large researches and subsequent developments often 
are conducted with the aid of commercial or uni- 
versity laboratories and personnel.” 

Other facilities used by the companies for their 
research and development include trade association 
laboratories, consultants, and the laboratories of asso- 
ciate companies, suppliers and customers. But these 
seem to be of minor importance, for only two com- 
panies report that as much as 25% of their research 
and development expenditures are assigned’ to such 
services. Also, many companies utilizing these facili- 
ties explain that they only occasionally engage in 
research activities at all. 

An instruments and controls executive sums up the 
opinion of many cooperating companies: “We have 
given some consideration to having some research 
done by outside laboratories, but where we have had 
facilities of our own we have concluded that it would 
be preferable to have such research come under our 
own supervision.” 


RESEARCH FOR GOVERNMENT WORK 


Although over half the companies report that they 
are doing some of their research and development 
in connection with government work, only four com- 
panies say that such activities amount to as much as 
50% or more of their total research program. 

On the other hand, about three fourths of all com- 
panies doing research for government work report 
that it is either a negligible amount, or less than 10% 
of all research activities. 

Many cooperators note that while current research 
and development are not in connection with govern- 
ment work, when research projects are completed 
“they may result in substantial government contracts.” 


HOW AGE GROUPS COMPARED IN 1950... 


% distribution of population by age, 1950 


MIDDLE ATLANTIC NEW ENGLAND 
U3 MILLION 100% 30 HICLION=100% ¢ MILLION 100% 


EAST SOUTH CENTRAL 
SOO OU Mp aia [1 MILLION=100% 


The average age of the United States 
resident advanced from 29 years in 1940 
to 30 years in 1950. High birth rates 
during this decade were more than off- 
set by more people living longer and 
other factors. 


The 65-plus age group had the largest 
relative gains of all age groups—both 
countrywide and in each of the geo- 
graphic divisions except the Pacific. 
This group accounted for over 8°, of 


lation in 1950; less than 79% ten 
WEST NORTH CENTRAL a eral 3 MOUNTAIN 
[4 MILLION=100% years earlier. Rate of growth of the 5 MILLION=100% 


under-I5 group was also relatively high. 


As a result, out of every 100 persons 
in the United States in 1950, depend- 
ents roughly numbered 35 and workers 
65. This represents an increased depen- 
dency over 1940. Then 32 of every 100 
persons were in nonworking-age cate- 
gories, 68 of working age. 


SOUTH ATLANTIC WEST SOUTH CENTRAL PACIFIC 
21 MILLION=100 % 15 MILLION =100% 14 MILLIONS =100% 


Source: Bureau of the Census 
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LONG-RUN TRENDS IN THE FINANCIAL FUTURE 


By David McCord Wright 


\X 7HAT I HAVE been asked to do is to get 
out my crystal ball and predict the future, 
not for next week or next year, but rather 

to ask what the world will look like after the cold or 

hot war is over—if it ever is. 

Now obviously nobody really knows what condi- 
tions are going to be. Nevertheless, there are certain 
trends which appear pretty clear. And unless those 
trends are reversed, their net effect will not be very 
pretty. We have the means and the knowledge for 
meeting our danger. But we do not seem to have the 
will. 

In this connection, I would like to give you one 
of my favorite quotations. It is from Hervey Allen’s 
Anthony Adverse. He writes: “Economists are block- 
heads who make financial plasters to stop the running 
sores of the body politic; they do not even know that 
the nation can have a sick soul.” And I say that be- 
hind the financial measures which alarm us, and be- 
hind mistakes in policy, there is a fundamental 
weakness of our social structure. We do have a “sick 
soul.” Looking ahead, unless that weakness is to 
some extent overcome, the end of the cold or hot war 
will certainly bring two things: the end of the capital- 
ist system and a complete collapse of the dollar. 

Now I don’t know, of course, whether the war is 
going to be cold or hot or last three or twenty years, 
or how long. Capitalism, however, is always endan- 
gered by a war or by preparation for war. Let us 
see why this is so. 


DEFINES CAPITALISM 


In the first place, what is capitalism? I would say 
that a capitalist social system is not merely one of 
private property but of private property within the 
framework of competition and social mobility. It is 
a highly fluid social structure which allows room for 
a great deal of independent innovation, and in which 
the old “rags-to-riches” story is to a large extent a 
fact, and not a myth. In it the emergence of new 
industrial leaders and empires on relatively indepen- 
dent terms is possible. 

Now that is capitalism. This system is constantly 
being menaced on two sides. On the one side are 
the socialists and the communists; on the other are 
the Tory-socialists. Many conservatives are about 
as deadly enemies of capitalism as the socialists, be- 
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cause there is a certain type of business attitude which 
desires only to set up a regime of smooth, quiet 
routine. People who have that attitude are just as 
much socialists as people who want to socialize. 

It doesn’t make a great deal of difference whether 
the system is planned by a group of businessmen who 
are in a state of cooperating monopoly, or whether 
the system is planned by a group of government 
officials. The essential social results will be much 
the same: the creation of a self-perpetuating elite, the 
stopping of social growth, and the transformation of 
the society eventually into some sort of semidictatorial 
system. In other words, without pluralism—that is, 
the free competition of relatively independent units— 
neither democratic government nor capitalism will 
survive. 


DANGERS OF CONTROLS 


Now the effect of a war is to create a tremendous 
pressure for centralized, cooperative control. I recog- 
nize the necessity for those controls in the case of the 
flow of industrial raw materials. It is perfectly obvious 
that the market cannot get things done fast enough 
if we are in a real war. The danger is, however, that 
this emphasis on control will be manipulated by the 
extreme right and the extreme left (who, in practice, 
get along together very well) to create an ossified, 
centralized, tightly held combination of power. If 
that carries on for ten or twenty-five years, what will 
be left of capitalism will hardly be worth bothering 
about. 

My great master under whom I was trained, Joseph 
Schumpeter, referred to it as “capitalism under the 
oxygen tent;” and he said: “Whatever virtues or de- 
fects such a system may have, it has nothing of 
genuine capitalism in its makeup.” 

So that is our danger. Well, what can we do? 

First of all, even such a system is better than being 


A summary of an address delivered at a Round Table 
on the financial factors of the business outlook on 
September 28, 1951, at the Waldorf-Astoria Hotel as 
part of the 324th Meeting of Tat Conrerencr Boarp. 
Mr. Wright is professor of economics at the University 
of Virginia, 
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taken over by the Communist totalitarians; and we 
have to keep prepared. This is a risk, therefore, which 
our system is obliged to run in self-defense. But it is 
not necessary to tempt providence by rushing into any 
more control measures than we can help; and there- 
fore it is vitally necessary to go back and think a bit 
about the fundamental rationale of our system and 
what we are trying to prove. 

The essential reasons that we are rushing into 
controls on such a large scale are twofold. First of 
all, a lot of people think that controls are magic words 
that will keep everybody from getting hurt. During 
a war, the standard of living of everybody has to go 
down; and this is true during a cold war, too. But 
a lot of people somehow think that controls have a 
magic power, which will free us from the necessity of 
a drop in living standards. 


WHAT A 90% CLIP DOES 


I have been guilty of saying that the cry for controls 
was rather like sprinkling rose water over a skunk. 
The skunk is that all of us are going to have to have 
our living standards cut. But the controls are be- 
ing called for as a sort of rose water designed to 
perfume that basic necessity. 

The other thing pushing us toward controls is that 
we are unwilling to come to terms with the capitalist 
distribution of wealth. Almost anybody, today, of 
course believes that the rich can be “clipped” some- 
what more than the poor, and that that is probably 
a good thing. I myself can see reasons for having, let 
us say, progressive income taxes running from 10% 
to 40%, because I believe that that much can probably 
be collected without destroying the incentives for in- 
vestment activity and risk taking. But when you get 
from 10% to 90%, then what you're doing is taxing 
opportunity, growth and efficiency. I feel that the 
end of it will be the destruction of that independent 
opportunity which has been the chief merit of 
capitalism. 

The income tax is not so much a tax on those who 
already are rich as those who are getting rich. It is 
not a tax on the rich; it’s a tax on the chances of the 
poor to become rich. The basic fallacy of the income 
tax is the assumption that if a man has a large in- 
come, he has a large amount of money—which is 
entirely wrong. The man who has a large, inherited 
fortune can pay 90% and suffer very little; the man 
who is trying to make a fortune can’t. Indeed, it is 
impossible for him to accumulate. Thus, in genera- 
tions to come, there will not be the creation of any 
new industrial dynasties other than by fortunate 
manipulation of capital gains. 

Now this state of affairs is defended on two grounds. 
First of all, many professors, and, I am sorry to say, 
even many people in business, believe it is immoral 
for people to get rich. That’s what about 80% of the 
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professors of economics believe. My feeling about this 
idea is that you might be in a logically tenable posi- 
tion if you argued that we ought to have absolute 
equality. But if you’re going to admit great inequali- 
ties of power within government, and these seem 
inescapable, then I can see no difference whatever 
between great inequality of government authority and 
great inequality of financial authority. 

The truth of the matter is we do not have a choice 
between equality and inequality. We have only the 
choice between different kinds and degrees of in- 
equality. And within a framework of adequate com- 
petition, the financial incentives and financial inequali- 
ties are a more useful and a more flexible means of 
getting development than inequality within govern- 
ment authority. 

Apparently, the ideal of the left-wing now is that 
given by the fairy in “Tolanthe” in the Gilbert and 
Sullivan opera: “And the Duke’s exalted station 
shall be attainable by competitive examination.” In 
other words, the idea is that there will be a system 
in which everybody will be selected by competitive 
examination. Philosophically that sounds like the best 
way to do it. But, perhaps because I am a college 
professor and give examinations all the time, I’ve 
very little respect for the examination method. It 
tends to select a type of uncreative mediocrity with 
a good memory—and not much guts. 

I get my economic gospel more from my training 
as an architect than from my training in law or 
economics. The thing which impresses me most in the 
history of science and art alike is that the great 
creative ideas have nearly always come from outside 
the “charmed circle.” The tendency is for the great 
creative new idea to come through the young “screw- 
ball” rather than through the mature and sage author- 
ity. Since I’m just about getting to the point now 
where I’m becoming a “mature and sage authority” 
myself, it will be interesting to see whether I shall 
continue to hold the same point of view on this 
question. At the moment, I certainly do. 


HEALTH IN COMPETITION 


There is a rather obscure little magazine called 
The Bulletin of the Atomic Scientists. It’s published 
at the University of Chicago. Last January, they ran 
an article called “The Conflict of Science and Society,” 
by C. D. Darlington (a great geneticist and biologist) . 
In it he gave a long documentation of my fundamental 
thesis of the decline of the self-perpetuated, noncom- 
petitive group. He said: “The principle that is now, 
I hope, emerging is the very general one that any 
social organ, whether an individual or an institution, 
which is effective in improving knowledge or in chang- 
ing society, thereby acquires an authority which it 
uses to stop the very process of change that it has 
started.” I hope that those who are influenced by 
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the idea of smooth routine will get this magazine and 
read it. 

There remains a further fundamental philosophical 
problem of whether competition is wrong as such. I 
have discussed this at length in my two books, 
“Democracy and Progress” and “Capitalism.” I 
would argue that competition, within the competitive 
market. is the least worst form of coercive evil, and 
I would side with Dr. Reinhold Niebuhr, who cer- 
tainly can’t be called a reactionary, in saying that 
some element of coercive evil is inseparable from any 
form of society. The Marxian “withering away of the 
state” is an impossibility. 

We need competition, and we need some inequality 
within the framework of competition, in order to get 
adequate incentives, adequate opportunity, and ade- 
quate growth. The greatest danger with which we are 
faced, at the moment, is that the prolonged half-war 
creates such tremendous pressures for centralization 
that the fluid, mobile system that I advocate may well 
be ended. This danger is something quite different 
from the danger of official “socialism.” Capitalism can 
be ended by controls rather than outright national- 
ization. 

There has lately grown up a delightful doctrine that 
not only is inequality immoral but that it is also 
unnecessary—that businessmen work for the sheer 
joy and love of working. This doctrine has been pub- 
lished, as “scientific” fact, by one most eminent and 
respected institution which I’m not going to mention. 
Now the basic fallacy here is very simple: You cannot 
say that because you can get some work out of some 
people for fun you will therefore get as much work 
out of as many people as if you allowed them other 
incentives, too. That’s the whole thing in a nutshell. 
Of course, some people will do some work for altru- 
ism or play. But will they do as much as they would 
if these altruistic and workmanship motives were 
supplemented by others? 


ARGUMENTS IN REVERSE 


Behind the whole problem of controls, taxes, and 
all the rest of it, lies this basic question of inequality. 

You must not think, however, that I was trained 
only by Schumpeter. The fact is I wrote my disser- 
tation under Alvin Hansen; and Hansen taught us in 
1937 that the social effects of inequality at that time 
were mostly bad, because the rich saved more than 
the poor and saving then was both unnecessary and 
harmful. Therefore, he said, we should redistribute 
in order to cut down on saving. 

Now it seems to me obvious that whatever valid- 
ity “over-saving” might have had in the Thirties, it 
hasn’t any validity now with the whole world clam- 
oring for increased output; and certainly we do need 
to prevent inflation. 

The secular trend in this country seems clearly in- 


flationary. Therefore, as i see it, Hansen’s doctrine 
should now go into reverse. The very same arguments 
that have been used as attacks against any inequality 
of income are now things that can be used to justify 
inequality of income. We need it for saving, for 
incentive, for opportunity. 

If we really wanted to deal with this problem of 
inflation, we could stop it very easily by putting on 
a federal sales tax. All the rest of what we are doing 
is perfectly unnecessary. But we haven’t got the 
moral guts to use this obvious method of dealing 
with the problem because we have all come to feel 
that inequality of money income is immoral. Instead, 
we put in what has been aptly called the “disequilib- 
rium” system, in which we hold down prices and 
promise everybody big money rewards which we know 
can never be redeemed in real purchasing power. So, 
by an eventual inflation, instead of “gypping” a few 
people, we just “gyp” everybody. And this we hail 
as a great advance in “social justice.” 


EXTRACTS FROM THE DISCUSSION 


e Preventing inflation is something more than bal- 
ancing the budget. You have to do a little more than 
that. But of course the real thing is that nobody yet 
really wants to prevent inflation. 

e I wrote a paper three years ago called “Inflation 
and Equality.” I argued there that if you wanted a 
rising standard of living, possibly inflation might 
be better than what some of my colleagues were 
arguing for. They said you ought to cut down on in- 
vestment in order to prevent inflation. I said the 
inflation came from too much consumption, and they 
said it came from too much investment. Mechanic- 
ally speaking we were both right. But if you’re inter- 
ested in a rising standard of living, then inflation 
(which operates through forced saving—that is 
through forcing people to abstain by raising the 
prices on them) will at least make possible a more 
rapid growth of the standard of living than attempts 
to prevent inflation by cutting down on investment. 

eA great many quite famous economists—Pro- 
fessor Dennis, Robertson, of Cambridge, particularly 
—have argued that forced saving can sometimes be a 
good thing because you get more investment that way. 
And it is probable that the rate of growth of output in 
this country since World War II has been higher be- 
cause of the inflation. It has resulted in more invest- 
ment than there would have been if we had been 
forced to rely on the voluntary saving of the people. 
Nevertheless, it was a very unjust and capricious way 
of doing the job. And everybody suffered except those 
in a few embattled unions—indeed nobody got as 
much from their pay check as they expected to. In 
the future, if or when we'll be dealing with a tre- 
mendously growing production diverted into arma- 
ment, there won’t even be that argument. For there 
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will be no slack and it will become then a problem of 
cutting into everybody’s living standard. 


se Russia, of course, uses inflation regularly. I think 
inflation is characteristically the socialist substitute 
for saving. 


e You understand there is no choice as far as the 
middle-and-lower income group is concerned. If we 
have large-scale rearmament these people are going to 
have some restriction of their living standards. It’s 
just a question of whether we do it by inflation or 
taxation. It’s not just a question of what’s going to 
be done. I would like to see as much of it done 
through taxation as possible. And it seems to me the 
sales tax is the most immediately effective way of 
doing the job. 


BUSINESS FORECASTS 


Commodity Prices 


First National Bank of Boston (New England Letter, 
October 31)—“It is not expected that any pressure of 
demand because of fear of shortages will be sufficient to 
provide a significant upward push to commodity prices, 
at least through the second quarter of next year.” 

National Association of Purchasing Agents’ (Bulletin, 
October 31) —“Production material prices have shown more 
strength in October than in any month since April. The 
general trend, however, is to level off, rather than any 
definite upward movement. . . . Purchasing agents are 
watching for developments in steel wage negotiations, in 
view of the producers’ announcement that any wage in- 
crease must be immediately reflected in steel prices. If 
allowed, it will probably indicate some ceiling prices lifting 
on other products which customarily follow steel’s wage and 
price pattern.” 


General 


F. W. Dodge Corporation (press release, November 4) — 
F. W. Dodge polled 128 economists for their opinions of 
trends in 1952. “A continuous rise throughout 1952 in total 
output of goods and services is expected by ninety-four 
economists, while thirty-four expect a declining trend dur- 
ing the latter part of next year. The average of all esti- 
mates indicates an annual output rate of $334.3 billion in 
the fourth quarter of this year, and $348.6 billion for the 
fourth quarter of 1952. . . . Other majority views as to 
1952 were: Wages, wholesale prices and consumer prices 


- will increase moderately; not on a runaway scale. Industrial 


production will rise continuously from now till the end of 
1952. Construction will decline moderately but still will 
be of boom proportions. Mortgage money will be plentiful. 
... As to the cost of living, 127 economists expressed opin- 
ions which averaged as follows, comparable to the Bureau 
of Labor Statistics’ actual figure of 185.5' on last August 
15: December 15, 1951, 186.8; June 15, 1952, 189.8; De- 
cember 15, 1952, 191.9. Roughly the same trend was ex- 
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pected for wholesale prices. Hourly wages in durable goods 
industries, which last August averaged $1.693 according to 
the Department of Labor, were expected to average $1.709 
in December, 1951; $1.752 in June, 1952, and $1.786 in 
December, 1952.” 


Bureau of Agricultural Economics (Demand and Price 
Sttuation, released October 29)—“If the defense program 
develops about as planned, the gross national product is 
expected to continue to rise over the next year but at a 
somewhat less rapid rate. The gain from this year to next 
may be only about half as large as that from 1950 to 
1951. . .-. Total consumer expenditures for goods and serv- 
ices in 1952 probably will be larger than this year even 
though personal savings continue high. .. . All investment 
prospects combined point to some reduction in total private 
domestic investment in 1952 compared to this year. 


Agriculture 


Bureau of Agricultural Economics (Demand and Price 
Situations, released October 29)—“The demand for farm 
products, as well as for most other goods and services, is 
expected to continue strong in 1952, as employment and in- 
come rise. . . . Average prices received by farmers in 1952 
may not differ much from 1951... . Prices paid by farmers 
probably will rise a little above this year. . . . The parity 
ratio may average somewhat less than the 106 estimated 
for 1951. . . . Cash receipts from farm marketings may 
show some increase next year, largely a reflection of some- 
what heavier marketings. But production costs will also 
rise above the record level in 1951. The realized net income 
of farm operators in 1952 may be about the same as this 
year. 

“While a continued high level of demand for food and 
farm products is in prospect for 1952, with average growing 
conditions, record-large supplies of farm products are ex- 
pected next year. Crop production available for sale in 
the 1951-1952 marketing year is currently estimated at 7% 
to 8% above a year ago. .. . Although population growth 
will provide an additional 2 million persons to feed, pros- 
pective near-record crop output for the 1951-1952 marketing 
year and larger supplies of meat in 1952 probably will 
permit some further increase in per capita food consumption 
in the coming year... . 

“The urban cost of living may rise slightly in the next 
year. . . . Rural living costs are also likely to rise a little 
over the next year.” 

Bureau of Agricultural Economics (The Cotton Situation, 
received October 26)—‘‘Despite an increase in the supply 
of cotton in the United States during 1951-52, continued 
high domestic consumption and a substantial increase in 
exports are likely to result in a relatively small carry-over 
of about 3 million bales at the end of the season. Although 
up slightly from the 2.2 million bales of August 1 this year, 
the carry-over in August, 1952, will be one of the smallest 
in the last two decades. Disappearance in 1951-52 is ex- 
pected to total 16 million to 164% million bales. About 6.0 
million bales probably will be exported, the largest quantity 
since World War II. Domestic mills are expected to con- 
sume 10 million to 104% million bales, close to the quantity 
consumed in 1950-1951 when mill consumption was the 
largest on record except for the peak wartime years of 
1941-1942 and 1942-1943.” 
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TURNING POINT FOR PROFITS? 


‘The recent decline in before-tax earnings can be traced mainly to 
the precipitous decline in inventory profits during the past year’’ 


ORPORATIONS are showing the lowest profits 
after taxes since ivy. Rising costs of materials 
and labor have been eating steadily into oper- 

ating revenues since the first quarter of 1951. And 
now the new revenue bill’s sharp boost in taxes adds 
to the squeeze. 


Comparison of first-quarter and third-quarter 1951 
profits shows the profits squeeze clearly. Before-tax 
earnings of corporations were at an annual rate of $52 
billion in the earlier period (seasonally adjusted) . 
By the third quarter, they were down to $42 billion. 
At the same time, the new revenue bill is taking 60% 
of third-quarter income, leaving less than $17 billion 
for dividends or retained earnings. In the first 
quarter, $23 billion was left over. 

There are indications that this downtrend may 
come to a halt. But, whatever happens, under cur- 
rent tax laws it will be a long haul back to previous 
levels. 


INVENTORIES IMPORTANT 


The recent decline in before-tax earnings can be 
traced mainly to the precipitous decline in inventory 
profits during the past year. These ups and downs 
in inventory profit reflect the trend of prices—a 
sharp rise in late 1950 and early 1951 and a leveling 
off since then. 


ATA 


Sales, immediately reflecting the new higher price 
quotations, rose sharply after Korea. The cost of 
sales (mainly goods billed at lower pre-Korean prices) 
lagged. As a result, profits also rose—reaching 
record levels by the first quarter of 1951. (See 
table.) 

But the windfall was short lived. Prices leveled 
out—and for many items declined. By the spring of 
1951, much of the old low-price inventory had been 
eaten up, and costs charged to sales began to reflect 
prices of goods bought late in 1950, when prices had 
already risen substantially. 

However, finished goods were still being sold into 
the summer at prices higher than the rise in the cost 
of sales—and some inventory profit was, therefore, 
still being made. 

But unit costs were catching up. More than a sixth 
of first-quarter 1951 earnings could be traced to profits 
on inventories. By the second quarter, this figure had 
dwindled to only 5%. As finished goods prices drifted 
down during the summer, they finally came into line 
with the unit costs of inventories being used in the 
production process (then reflecting early 1951 prices) . 
By early fall, inventory profits had turned to losses. 

These gyrations in inventory profits because of the 
swift movements in prices have obscured the steady 
upward course of profits earned out of current pro- 
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duction (that is, total profits less inventory profits) . 

However, it cannot be inferred that profits out of 
current production are any more “real” than book 
profits. Corporate pricing and production policy for 
most firms is based on sales and costs as they appear 
on the accountant’s books. Had prices been stable 
(and hence inventory profit zero) , actual profits would 
doubtlessly have differed significantly from the calcu- 
lated “profits out of current production.” 


The significance of this statistical profits figure is 
that it affords a better notion of new funds available 
for use in business. That part of aggregate profits 
arising from up-priced inventory is not available to 
meet new plant, equipment or working capital needs. 

On top of the decline in inventory profits has come 
a sharp rise in corporate taxes. Before the Korean 
war, corporations were putting aside 39% of current 
profits for taxes.1 The September, 1950 revenue bill 
upped corporate tax liabilities to 55%, retroactive to 
July 1, 1950. The current bill boosts the over-all rate 
to 61%, retroactive to April 1, 1951.2 About six points 
of the post-Korean rise is owing to the excess-profits 
tax, the remainder to increased normal and surtax 
rates. 

With sharp increases in income, a 54% rise in tax 
rates produced a jump in tax liabilities from an an- 
nual rate of $15 billion in the second quarter of 1950 
to $25 billion in the third quarter of 1951—an increase 
of 71%. 


WHERE TO FROM HERE? 


Growing tax liabilities have more than wiped out 
the increase in corporate incomes since the outbreak of 
the Korean war. In the five quarters following the 
second quarter of 1950, the cumulative rise in before- 
tax profits was $11.8 billion, while the rise in taxes 
was $15.2 billion. Although sales have continued 
high,® after-tax margins have been cut back sharply 
to the levels of 1945. 


It is possible that this year’s third-quarter profits 
may prove to be the low point of the current recession 
in corporate earnings. Price trends in October and 
early November suggest an improvement in the in- 
ventory portion of the profit-and-loss statement. 
The third-quarter loss may even turn into an inven- 
tory profit for the last three months of 1951. 


A small upturn in corporate sales in the fourth 
quarter—or at least a leveling of the decline in sales 
since early 1951—is also indicated. Even if this in- 
crease in earnings materializes, a continuation of the 


1These rates refer to the average per cent of aggregate income set 
aside for taxes—not to the schedules shown in the revenue bills. 
State and local profits taxes are small, amounting to less than 5% 
of total corporate taxes paid. 

2The new tax schedules imply a six-point rise over the rates in the 
1950 tax bill. The decline in income, however, reduced liabilities to 
only 60% in the third quarter of 1951. 

8Though below record first-quarter 1951 highs. 
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rise into 1952 is by no means a foregone conclusion. 

Increased military business will certainly mean in- 
creased sales volume. Sales of civilian items are not 
likely to be cut much below current levels by govern- 
ment edict. At least this is what could be concluded 
from statements by Washington controllers that, 
where possible, firms will not be forced to pare out- 
put below break-even points. 


But if sales go higher in the months ahead, so may 
costs. A shift to more munitions fabricating would 
mean higher sales, but still higher costs, for military 
contracts may mean lower profit margins for business. 
Perhaps an even more important source of higher 
costs would be another round of wage increases after 
December 31, 1951. On that date, the current labor 
contract in the steel industry terminates. 


As in past years, a new steel contract could set the 
pattern for other industries. However, the extent to 
which higher wages (if they come) cut into profits 
will largely depend on how much the Office of Price 
Stabilization allows producers to raise prices to meet 
a higher wage bill. Since Korea, labor cost has com- 
prised a fairly fixed percentage of sales—at least in 
manufacturing. Any lag in prices would tend to in- 
crease the slice of the sales dollar going to wages. 

Additional taxes in 1952, which would add to the 
cost side of income statements, must also be reckoned 
a possibility. However, Congressional temper toward 
higher taxes during passage of the latest revenue bill 
indicates that that possibility is small—especially 
with the 1952 elections close at hand. 


Judging from the experience of recent months, 
trends in prices may turn out to be the key to corpo- 


rate earnings in 1952. With most industry inventory - 


now reflecting the relatively lower prices of recent 
months, any significant rise in prices could generate 
substantial inventory profits. 


WHERE MARGINS WERE DOWN 


The profits squeeze hit almost all industries, but the 
tightness of the vise differed for individual firms and 
industry groups. Consumer goods manufacturers and 
their wholesale and retail outlets are generally suffer- 
ing the most. In many instances, lower sales volume 
because of forced production cutbacks or consumer 
resistance teamed up with rising costs to depress mar- 
gins. Reduced operations in the automobile and 
appliance industries have driven many firms down to 
near their break-even points. 


Profits, before taxes, on each dollar of sales of auto- 
makers dropped to less than 14 cents in the second 
quarter of this year, compared with nearly 18 cents in 
the second quarter of 1950.1 Lower sales in recent 
months suggest still smaller margins. Of course, with 


1None of the figures in the following paragraphs has been adjusted 
for seasonal variation. 
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HOW HIGH ARE PROFITS? 


Although before-tax profits are down from their 
highs of early 1951, the $42 billion estimated for 
the third quarter of 1951 looks astronomical compared 
with prewar earnings. In 1940, for example, profits 
before taxes were only $9 billion. 

Does this mean that corporate business is doing 
350% better than in 1940? Of course not. Taxes are 
higher now; so are prices. And the economy is big- 
ger in all respects. 

Then just how well is business doing? 

Taxes have increased from less than $3 billion in 
1940 to $25 billion now, nearly a ninefold increase. 
So, after-tax income is up 160%. Personal income 
(after taxes) has increased much more—200%. 

Net income on sales is lower than in 1940. For the 
third quarter 1951, corporations made 3.6 cents per 
dollar of sales. In 1940, the take was 4.8 cents. 

The divergence between profits and other income 
becomes even more pronounced when economic rather 
than accounting conventions are used. For example, 
it is prevailing practice to charge off plant and equip- 
ment at original cost—even though in most instances, 
the equipment must be replaced at prevailing higher 
prices. In 1940, depreciation charges just about 
matched the then current cost of replacement. But 
present book charges fall short of replacement costs 
by an estimated $4 billion to $5 billion annually. 

On the other hand, inventory losses in the third 
quarter of 1951 amounted to $3 billion (annual rate) 
—caused mainly by charging original inventory prices 
instead of currently lower prices to cost of sales—so 
third-quarter profits figures are not measures of 
business profitability on a current basis. In 1940, 
corporations had a small inventory profit. 


Behind the Totals 


However, this comparison of current and prewar 
profitability deals with corporate business as an ag- 
gregate—with some firms doing better, others worse. 
Even in years of relatively high aggregate earnings 
there are a large number of firms running a deficit. 
(In 1948, for example, nearly a third of corporate 
businesses reported no net income.) 

Comparing 1950 net incomes with those of 1940 
shows that corporations engaged in manufacturing 
have not been doing so well as those in other indus- 
tries. Net income in the manufacturing sector was up 
240%, compared with a 280% rise in nonmanufactur- 
ing. Trade did exceptionally well (up 360%), as did 
also the railroads. But in many cases gigantic percen- 
tage increases in incomes can be traced to very low 
1940 profits bases. 

Within the manufacturing area, firms in the auto- 
mobile, oil, textile and lumber industries (to mention 
a few) did better than average. Food, chemicals and 
machinery companies increased their incomes less than 
the average for all manufacturing. 


sharply increased taxes, the after-tax margins have 
declined even more. Before-tax profit margins of 
electrical machinery (including appliances) manufac- 
turers were down from 15 cents on the dollar in the 
first quarter of 1951 to 12 cents in the second quarter; 
and they may have been even lower in the third 
quarter, since sales were down. 

In the soft-goods areas, lower volume coupled with 
inventory losses cut deeply into earnings. For ap- 
parel makers, and to a lesser extent textile producers, 
the inventory profits of the latter half of 1950 and 
early 1951 have given way to losses, since stocks are 
being liquidated at lower than book costs. Clothing 
firms showed profits before taxes of 3.2% of sales in 
the second quarter of 1951, compared with 5.4% in 
the first quarter. (Second-quarter 1950 margins were 
3.3%.) Textile manufacturers showed smaller declines 
for the same periods—but a drop in sales from the 
second to the third quarter of this year suggests lower 
earnings. 

Food producers, especially meat packers, are faced 
with cost-price pressures traceable to price controls. 
In general, grain and meat costs for food processing 
are not controlled (and have been rising), while the 
prices of the processed foods are subject to ceilings.* 
Before-tax margins of food corporations were down 
to 4.9% in the second quarter of 1951, compared with 
54% in the first quarter and 5.6% in the second 
quarter of 1950. 

Up the distribution ladder, performances within 
the retail and wholesale trade areas are also lagging 
behind those earlier this year. Second quarter 1951 
earnings—before taxes—were down more than a fourth 
from first-quarter levels. (They were down less from 
the second quarter of 1950.) 

Like most industries, the income statements of 
trade corporations reflect the vagaries of inventory 
profits and losses. But more important for many re- 
tail and wholesale establishments—especially those 
dealing in food—has been the impact of price controls. 
Price lids had not been eased sufficiently to meet in- 
creased costs from manufacturers and farm dis- 
tributors. 


WHERE MARGINS WERE UP 

Forced production cutbacks, sagging consumer de- 
mand, or falling inventory profits have not squeezed 
the before-tax profits of all industries—notably the 
hard-goods producers associated with defense. Record 
before-tax profits for steel producers in the second 
quarter of 1951 reflected record sales. The situation 
in the machinery industry was much the same, with 
second-quarter 1951 earnings exceeding those of the 
year before by 60%. Also at the record or near-rec- 
ord level of before-tax profits were, among others, the 
paper, service, oil, and freight-car building industries. 


_ "Prices have been allowed to rise—but in most instances not suffi- 
ciently to meet increased costs. 
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In almost all cases, however, the stiff tax bite has 
left few firms with record incomes after taxes. 

There is little evidence that the recession in earn- 
ings has had any pronounced effect on the financial 
strength of corporate business. In fact, it could be 
argued that the rise in after-tax profits from current 
production (excluding inventory profits and losses) 
has added strength. The large inventory profits of late 
1950 and early 1951 served merely to up-price part 
of the stock of physical goods. No new business 
funds or real capital was supplied.1 


PUTTING PROFITS TO WORK 


It is the after-tax profits from current production 
from which new funds come. Part of these funds are 
paid out as cash dividends, the remainder goes into 
meeting new plant, equipment and working capital 
needs. 


In the third quarter of 1951 there were new funds 
in the amount of $10 billion (annual rate, seasonally 
adjusted) available after dividend payments,? com- 
pared with about $6 billion in the first and second 


Tt might be argued that when goods bought for inventory are 
priced higher than the goods they replace (those used in current 
production), the higher values are real additions to the net worth of 
the business. If the replacement goods are reflected at current cost, 
why not all units in the inventory? Usually the cost of a unit of 
inventory is expected to be recovered some time in the future when 
it is embodied in a finished product. At the time of final sale, prices 
may have slumped—wiping out the paper profits. Pricing at current 
value is reasonable only when the goods are expected to be sold 
almost immediately; but in such cases inventory profits are negligible. 

*During the first half of 1950, however, new funds were being made 
available at a rate in excess of $10 billion. The increase in funds 
available to meet capital needs cannot be traced to lower dividend 
payments. Third-quarter, 1951, payments were higher than those 
in the first quarter. 
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quarters of this year and only $3 billion in the last 
two quarters of 1950. 

The increase in the supply of funds from current 
production, however, may not be sufficient to meet 
the increased demand for new capital. During the 
first half of 1951 only three fifths of funds required to 
meet new plant, equipment, and working capital needs 
came from plowed-back current earnings.! In con- 
trast, during the last half of 1950 nearly nine tenths 
of new capital needs were supplied from internal 
sources, and nearly three fourths during the first half 
of that year. 

Increasing resort to short-term debt financing is 
being reflected in reduced corporate liquidity in re- 
cent quarters. At mid-year 1951, cash and govern- 
ment security holdings amounted to 59% of current 
liabilities, compared with 63% at the beginning of 
the year. 

Long-term debt was up significantly too. New issues 
of stocks and bonds in the first half of 1951 were up 
nearly three fifths from 1950. 

More internal funds available in the third quarter 
of 1951 may have curtailed the increase in debt finan- 
cing to meet capital needs. However, plant and 
equipment outlays are expected to remain high into 
1952—and perhaps go even higher than now. Unless 
profits pick up, increased outside financing at current 
levels could conceivably increase the debt burden of 
corporations significantly. 

ALAN GREENSPAN 
Dwvision of Business Economics 


1Including funds set aside for depreciation. Both supply and 


demand figures exclude inventory profit or loss. 


Dividing Up the Profits 


Seasonally adjusted quarterly totals at annual rates—billions of dollars 


Profits Before Taxes 


Profits After Taxes 


Se oe 
hay: Total From Current From | be ah Dividends Undistributed Aorist? 
Production Inventories 
OAS Pek te pias sia a 33.9 29.1 .8 Al 8 6.9 .9 ~ Ort 
Nos Be vans Rae DIG oe 34.4 baja ore) qe 2 isl s tite 
TDI nats, Sooke aortetende a 34.8 $1.5 3 5 3 7.4 4 ; 
UM, jetta eben ce eerie 31.9 34.1 aL 3 6 7.6 ie ai 
Annual average....... 33.8 31.7 a .0 ai ae : 5 
NOAQ RT ee ek : Freres 31.8 $2.2 4 a) A 7.4 .0 12.4 
LTR ero ie os ots seas 26.7 30.5 8 3 A 7.65 9 ea ue 
WEIR Meee teas ccs hee ase 28.0 $1.5 6 9 wl 74 an UES 
ALAN enespee tore one arate oie = ake ot V0 7 uth mi) 5 8.0 5 9.2 
Annual average....... 28.3 80.5 mat mt) 3 7.6 ai 11.8 
TIO) Je ES ee enone a 31.9 30.5 4 A .5 ine arf 10.3 
ot eee 37.5 34.8 1 6 9 8.4 5 11.8 
Tlie Cee eee 45.17 37.4 3 1 6 9.4 9 2.9 
eee ees Snore 50.3 42.2 <2 ve .6 11.1 .5 3.3 
Annual average.....-. 41.4 36.2 ae .0 A 9.2 2 as 
ATG UIE, 8 2 aie Semen faite ROR 51.8 42.9 9 5 3 8.8 .5 ‘ 
pa het eee anee 45.4 43.0 3 5 ‘9 9.7 9 5.9 
Wty, tee 41.5 44.3 8 ‘9 6 9.5 oI 9.9 


1Undistributed profits less inventory profits. 


Source: Department of Commerce 
_Source: Department ee 
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Fifty Largest Manufacturing Corporations in 1950 


Dollar Figures in Millions 


Company etal Sales 
General Motors Corp.............. 4,406.1 ‘ A 
ThaSeSteeliGorp: sine seyaccreleca 2,829 .2 =o .0 | 2,947.4 
E. I. Du Pont de Nemours & Co... .| 1,728.0 9 .9 | 1,297.5 
PordeMotor C0.a.n. inate ce ieee 1,469.1 0 0 : 
Bethlehem Steel Corp.............. 1,314.3 .6 .7 1 1,439.8 
General Electric Co................ 1,271.5 9 .9 | 1,960.4 
Union Carbide and Carbon Corp....| 869.2 8 .8 | 758.3 
Chrysler:Gorp siscsc.a.ce ee nen ens 864.8 3 .3 | 2,190.7 
Westinghouse Electric Corp......... 800.5 5 .7 | 1,019.9 
International Harvester Co......... 749.3 6 .6 | 942.6 
American Tobacco Co.............- 657.4 A .0| 871.6 
Western Electric Co............... 644.9 rf wipe 7b.) 
Republic Steel Corp............... 609.2 0 4] 881.8 
Aluminum Co, of America.......... 575.3 .0 .8 | 476.2c 
R. J. Reynolds Tobacco Co......... 554.0 ay .7 | 759.9 
Goodyear Tire & Rubber Co........ 525.2 zy 0} 845.1 
SS Wis teal © OMeeae toes t sianatncajecs taerclouss 471.2 nil .7 | 2,214.8 
National Steel Corp............... 469.8 al pla os720 
Jones & Laughlin Steel Corp........ 466.3 5 2 | 487.5 
International Paper Co............. 456.4 6 .6 | 498.4 
Armour & Co. (Illinois)............ 456.2 5 4 |1,859.8 
Liggett & Myers Tobacco Co....... 442.4 6 .6 | 530.5 
ows Ghemical'Cozee ads ee see oe 427 2 8 .2| 339.6 
Eastman Kodak Co...............- 425.8 2 2) 461.4 
Schenley Industries, Inc............] 402.7 9 9 | 504.2 | 
Firestone Tire & Rubber Co........| 399.7 6 .3 | 690.6 
Distillers Corp.Seagrams, Ltd...... 387.2 9 3 | 677.9 
Allied Chemical & Dye Corp........ 385.8 8 .8 | 408.0c 
Armco Steel Corp.............006- 383.0 1 .0 | 439.3 
Youngstown Sheet & Tube Co...... 381.9 3 .8 | 404.0 
Whisk HAN ols Sal Crip oo Sao odueeaacos 380.1 A a 695.8 
National Dairy Products Corp...... 374.0 a .3 | 906.6 
Inland Steel’ Cos sea. ess ee ns menicins 368.3 A .6 | 459.8 
Procter & Gamble Co.............. 364.9 auf .0 | 632.9 
Radio Corp. of America............ 362.7 8 8] 415.1 
Bel GoodrichtGoagnsc.c ce nee: 347.1 4 at 543 .3 
American Can’ Co... 22. ..5.005.00% 332.1 2 22 5 555:,5 
American Cyanamid Co............ 825.2 5 .2) | = 822.8 
DeererS Cotes sauces: tccstatine ats $22.1 4 9 | 336.5 
Celanese Corp. of America.......... 311.8 a) 2 | * 232.5 
International Business MachinesCorp.| 300.0 3 3 | 214.9 
Pittsburgh Plate Glass Co.......... 296.5 4 A | $37.2 
Weyerhaeuser Timber Co........... 295.4 9 oe ee UA) 
General Foods Corp............... 292.0 A 4] 589.2 
National Distillers Prod. Corp...... 284.6 A 790) 898-7 
Bordena Comte crn ten erick Q74.3 ei ot 6Siat 
Singer Manufacturing Co........... 273.6 o 3 n.d. 
American Viscose Corp............. 271.8 9 9 | 267.5 
Allis Chalmers Mfg. Co............ 713 A 4] 343.7 
Continental Can Co............... 257.6 A A | 397.9 


1Petroleum and copper companies excluded. 


.? After state and foreign income taxes except in the cases of Singer Manufac- 
turing Company and Continental Can Company. 


a Company-owned plants only. 


b Include the number of, and amounts earned by, employees working on nucleonica 
projects operated for the United States Government. . 


cSales and operating revenues. 


Income 
Before 
Taxes? 


WOM WR WWATHPOOSWHROWNH WIP ROWHMDONSWOHADAUIDSSOUAWwwoHPot 


7,531.1 | 1,762.9 
449. 
531. 


5 
2 
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Sources: Annual reports of the companies and the Securities and Exchange Commission 
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Number 
of Steck- 
hoiders 


445,573 
256,630 
125,504 
n.d. 
96,204 
249,530 
97,413 
70,392 
89,970 
67,856 
73,123 
n.d. 
64,127 
14,074 
71,478 
45,526 
64,033 
11,628 
26,018 
27,479 
40,225 
31,600 
27,184 
60,337 
13,278 
19,191 
9,158 
24,363 
45,120 
13,203 
25,472 
64,420 
14,755 
48,564 
188,838 
19,446 
29,984 
33,137 
18,800 
34,949 
17,803 
14,702 
n.d. 
65,199 
40,009 
51,121 
n.d. 
16,338 
28,303 
31,202 


Number 
of Em- 
ployees 


465,239 
288,625 
79,986 
n.d. 
136,146 
183,8005 
n.d. 
117,405 
98,279 
90,538 
16,186a 
73,458 
67,079 
n.d. 
16,282 
72,775 
76,000 
29,679 
42,897 
32,097 
63,000 
8,200 
17,845 
65,500 
11,641 
77,310 
11,300 
n.d. 
27,888 
27,025 
59,069 
43,060 
25,483 
15,130 
54,409 
41,600 
34,348 
20,000 
25,196 
17,936 
32,323 
26,835 
13,609 
n.d. 
7,700 
31,545 
n.a. 
21,473 
31,086 
26,084 


Employ- 
ment 
Costs 


| 


1,809 .2 
1,179.4 
330.1a 
n,d. 
534.7 
681.06 
n.d. 
400.1 
382.5 
309.2 
n.d, 
305.5 
n.d. 
170.9 
n.d. 
215.2 


n.a, Not available. 


d Excludes $60,250,000 stock dividend. 
Ff Excludes $10,127,969 stock dividend. 
g Excludes $54,653,966 stock dividend. 
h Excludes $18,154,075 stock dividend. 
j Includes state and foreign income taxes. 


) Ee Sorat for one change, all the companies in the 
1949 ranking remained on the 1950 list. Coca 
Cola fell behind, and Singer Manufacturing, which 
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had dropped out of the 1949 ranking, returned to 
take its place in the top fifty. 


American Cyanamid jumped from forty-ninth posi- 
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tion to thirty-eighth, Radio Corporation of America 
rose from forty-second to thirty-fifth, and Dow Chemi- 
cal went from twenty-eighth to twenty-third. 

In contrast to those companies going up the list, 
several others had comparable declines. Borden, for 
example, dropped from fortieth to forty-sixth place, 
Continental Can from forty-fourth to fiftieth, and Na- 
tional Dairy Products from twenty-seventh to thirty- 
second. 

Total assets increased by $4.3 billion over 1949, 
while net worth of the fifty companies and invested 
capital advanced $2.1 billion and $1.8 billion, re- 
spectively. 

Income before taxes was $2.5 billion greater than in 
1949. However, after accounting for federal income 
and excess-profits taxes, the net increase was less than 
$800 million. Profits actually paid out in dividends 
increased about $500 million. 

Sales were substantially higher in 1950—16% over 
the previous year. This amount is understated, since 
forty-eight companies reported as against forty-nine 
in 1949. 

Not all companies reported their number of stock- 
holders, employees, or employment costs. The totals 
for those companies reporting in both years are: num- 
ber of stockholders (45 companies) 1950—2,911,731, 
1949—2,831,256; number of employees (44 companies) 
1950—2,722,376, 1949—2,571,212; employment costs 
(32 companies) 1950—$8,975.2 million, 1949—$7,- 
872.7 million. 


OTHER WAYS OF RANKING 


Instead of ranking the companies by total assets, 
other factors, such as sales or net worth, could be 
taken into consideration. On the basis of sales size, 
a considerable amount of shuffling would take place in 
the list as it now stands. Swift, Armour, and National 
Dairy Products would jump to second, sixth and 
eleventh positions, respectively, while Union Carbide 
and Carbon, Aluminum Company of America, and 
Dow Chemical, in order, dropped to sixteenth, thirty- 
second and forty-fifth places (Ford excluded). 

Considering net worth as a basis of size, most of the 
rankings would not change so drastically. The top 
fourteen would remain relatively unchanged. How- 
ever, there are a few exceptions among the rest of the 
companies. Procter and Gamble, thirty-third in assets, 
would now be ranked twenty-first in net worth; 
Weyerhaeuser Timber, formerly forty-second, would 
jump to twenty-sixth, and American Viscose would 
shift from forty-sixth to thirty-third. 

In the other direction, Armour and Company would 
go at least ten rungs down the ladder along with Fire- 
stone, United States Rubber and Radio Corporation 
of America. 

It can be readily recognized that there is a consid- 
erable degree of artificiality about any such rankings, 
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Totals for Fifty Largest Companies 
Millions of Dollars 


Item 1950 1949 

Totalassetsoc eames -...| 82,129.0 27,793 .6 
INGtiw onthe vis ea cope snc 20,076 .9 17,990 .6 
Imyestedtcanitalse = ech rece 22,913.0 21,120.0 

ULES Sreve fehl at raie er era ouay eave, GRO Men inces pater 43,189 .8a $7,027 07. 
Income before taxes...............0:: 6,967 .2 4,500.6 
Federal income taxes................. 3,421.3 1,732.6 
Income:-after taxes... <cs0+n<cscssien- 3,545.6 2,768 .0 
Dividenasspaid teen tse ee ee 1,913.5 1,427.3 


_Note: Totals for sales, income before and after taxes, federal income taxes and 
dividends exclude Ford Motor Company for which no data are available. 


aExcluding Singer Manufacturing Company. 


Sources: Annual reports; compilations by THe ConrERENCE 
Boarp. 


and that discretion should be employed in the use of 
them. One striking illustration of what may occur is 
found in the case of American Tobacco which in 1950 
wrote down to one dollar, brands, patents, trademarks, 
etc., carried in 1949 at about $54 million. The net re- 
sult was that assets as reported were some $54 million 
less than otherwise would have been the case, with the 
end result that the company moved down in rank as 
compared with last year. Varying accounting prac- 
tices or financial policies of other types doubtless have 
their effect upon totals used in the ranking. 

So far as feasible from available records, adjust- 
ments were made in published figures to assure com- 
parability among the companies listed. For example, 
most corporations carry the plant account net of de- 
preciation reserves; a few carry plant at cost on the 
asset side, with depreciation reserves among the liabili- 
ties. In the latter cases these reserves were deducted 
from total assets as reported by the companies. Again, 
most companies report income-tax liabilities in full 
and show such items as tax notes among assets; a 
few, however, show tax liabilities net of tax notes. 
Fortunately, it was possible to make adjustment to 
correct this lack of comparability. 

It is obvious that net worth is affected by the nature 
of the capital structure of the company, as well as 
by the volume of assets held. Of two companies with 
identical total assets, one may outrank the other in 
size as measured by net worth merely because one 
has raised its capital in part by sale of capital obliga- 
tions while the other has made use of preferred stock 
along with its common shares. Invested capital, as 
employed here, is, however, not directly affected in 
this particular way, since to obtain it long-term indebt- 
edness is added to net worth. Varying the amounts of 
short-term debt does, on the other hand, affect com- 
parability in both net worth and capital invested 
since it is excluded from both. 


Anita R. BEcKERMAN 
Division of Business Economics 
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CAN PRICE-WAGE 
STABILITY CONTINUE? 


INCE the introduction of controls in January, 
key labor statistics have indicated a fairly stable 
level for wages and prices. Consumers’ prices, 

up less than 3% since January, showed only a 0.3% 
increase from August to September. One major factor 
contributing to this increase in THE CONFERENCE 
Boarnp’s ten-cities index from 174.5 to 175.1 for Sep- 
tember was the annual adjustment for fall and winter 
clothing, which is coming on to the market at higher 
prices than a year ago. 

Average hourly earnings have also shown only a 
moderate increase for 1951. The September average 
of $1.612 for all manufacturing was less than 4% 
over the January figure. While working hours in 
September were on a par with January for all manu- 
facturing, a breakdown of the figures shows that de- 
fense-connected industries such as aircraft, machinery, 
and ordnance had increased the work week over the 
nine months, while consumers’ goods industries showed 
declines. 

Some indications point to a different picture in the 
months to come. New excise taxes effective Novem- 
ber 1 will show up in higher consumers’ prices; whole- 
sale commodity prices are also moving upward. Efforts 
to break through the wage ceilings may be in the 
offing, as higher income taxes cut take-home pay. 
The recent CIO conference reflects labor’s increasing 
dissatisfaction with wages tied to a slowly moving 
price index. 

The crucial steel negotiations may well answer the 
question of where the wage line can be held. The 
outlook is none too hopeful at the moment. 


1951 WORK STOPPAGES 


A look over the shoulder reveals that the first six 
months of 1951 had fewer interruptions because of 
strikes than any other similar period in the postwar 
years. There were 2,199 strikes in the first half, but 
the 10,200,000 man-days lost was the lowest since 
1945, according to the Department of Labor. Approxi- 
mately one fourth of the strike-induced idleness in the 
first half of this year was the result of two large and 
lengthy stoppages in the textile industry. 

Major issues involved in this year’s crop of strikes 
were for the most part monetary. This included wages, 
hours and fringe benefits, and these matters accounted 


for around three fourths of the man-days lost. Next 
in importance were disputes over working conditions 
and union organizational matters. 

Later figures for July and August suggest increased 
losses resulting from strikes. Stoppages beginning in 
July totaled 425—the highest so far in 1951, but fewer 
than in July of last year. New strikes in August also 
numbered 425, which was below August of last year 
by approximately one third. A serious note was 
sounded as the nationwide stoppage in copper, lead 
and zinc broke out in August, threatening the flow of 
critical nonferrous metals into defense industries. 

Mere consideration of the national employment pic- 
ture fails to disclose the important facts regarding 
shortage and surplus conditions that may exist in 
specific areas. The most recent roundup of facts re- 
garding local labor market conditions clearly reflects 
the impact of the mobilization program. 


LABOR MARKETS IN MAJOR AREAS 


However, earlier hopes that expanding employment 
in defense plants would quickly absorb those thrown 
out of work by curtailment of civilian production have 
been tempered by the relatively slow rate of extension 
or expansion of arms production. September reports 
show that labor is in short supply in San Diego, Hart- 
ford, Davenport-Rock Island-Moline, Indianapolis, 
Wichita, and Aiken-Augusta. Sixty-five areas reported 
a balanced labor supply-demand situation, while 
eighty-seven had a moderate labor surplus. There 
were sixteen areas with a substantial surplus of labor. 

Of the so-called Group One areas (area of labor 
shortage) three are aircraft centers; namely, Hart- 
ford, Wichita and San Diego. Davenport-Rock Island- 
Moline is dominated by its growing machinery indus- 
try and the area also supports a government arsenal. 
The Savannah River atomic energy program accounts 
for the critical situation in Aiken-Augusta. 

Most of the surplus areas are in the South Central 
states which have received relatively little stimulation 
from the defense program. New England also reports 
a heavy share of the surplus areas. The industrial 
East and North Central states are preponderantly in 
the balanced category. Most of these sections with 
substantial labor surplus have special economic prob- 
lems. Among them are Scranton, Wilkes-Barre, Haz- 
elton and other coal-mining areas; also the traditional 
New England textile centers such as Lawrence, Lowell, 
and Providence. 

Out of 174 major areas surveyed in September, only 
six, or 3.4%, fall into the labor shortage category. 
The large majority (152) of the areas are either bal- 
anced or report a moderate labor surplus. Together, 
they make up 87.4% of the total, while there are six- 
teen, or 9.2% of the total, with a substantial labor 
surplus. Later statistics will doubtless reflect the 
growing momentum of the arms program, but thus far 
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i ead forecasts of a year ago have not material- 
ized. 

A recent government report on projected manpower 
requirements for the defense program estimates that 
about 7.2 million persons will be needed for defense by 
the fourth quarter of 1952. The starting point for this 
projection was the fourth quarter of 1950 and the 
total includes the armed forces as well as labor. Also 
important is the factor that the requirements include 
workers directly engaged in munitions work and those 
contributing to defense work in other industries such 
as mining, transportation and steel. Sources for this 
expansion are: additions to the labor force; shifts from 
nondefense employment; and reduction in unemploy- 
ment. These sources are listed in their approximate 
importance. 

The least fruitful source for defense workers is the 
unemployment reserve. A decline in this pool from 
2.1 million in the fourth quarter of 1950 to 1.5 million 
by 1952 accounts for only 600,000 additional workers. 
Furthermore, this type of projection may misfire be- 
cause of spotty local conditions. Even in these times 
of abnormally tight labor supply, there are many areas 
of labor surplus, as already indicated. 


L. D. De Troupe 
Statistical Division 


A Revised FRB Index 


New indexes of industrial production will be released 
within the next few months. As outlined in speeches before 
the New York Chapter of the American Statistical Asso- 
ciation on November 9, 1951, most likely the revised annual 
indexes will be published first—in early 1952. The new 
monthly figures will follow later. 

The new series will reflect three major changes: 

© New weight period—the data for 1939-1946 will be 
weighted by the average value added in 1939 and 1947; 
for the period beginning with 1947, 1947 weights will be 
used. For the most part, the only change in the data prior 
to 1939 will be a shift in the base date. 

® New base date—the base will be shifted to 1947-1949. 


© New industry classification—the 1945 standard indus- 
trial classification will now be the basis for industry classi- 
fication. This change is most important to the steel group, 
where the category “primary metal products” (a more inclu- 
sive group) will be used. Greater industry detail will be pub- 
lished for the machinery and textile groups. New products, 


particularly in the chemical field, will be added to the list. 


The immediate effect of the revision will be to lower the 


1947 figures about 2%. 


Some thought is being given to including construction and 
public utilities in the index as recommended by the U.N. 
No decisions have yet been made. 
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By classifying reports on the basis of current output, it 
is hoped that the index will give a better picture of output 
in the current emergency than it did during World War II. 
Most of the revision will be concentrated on the postwar 
figures. The seasonal adjustment factors are being revised. 


How Small Is Small Business? 


[By a detailed study of the size and distribution of establish- 
ments in each of 452 manufacturing industries, the Office of 
Small Business in the Department of Commerce has developed 
standards for the determination of the number of employees 
which a manufacturer may have and still be considered small in 
his industry. For example, an enterprise is ‘‘small business” if it 
has fess than this number of employees, and is in the indus- 
try indicated. ] 


No. Em- 
ployees 


Industry Industry 


Steel works and rolling Cereal preparations....| 600 
MillsGons Mae Electrical appliances...} 550 
Tractors... icateetact Plastics materials...... 500 
Locomotives and parts.. Petroleum refining..... 500 
Small arms ammunition. Watches and clocks....} 425 
Steam engines and tur- Steel foundries......... 400 
ness suet tere erie Phonograph records....| 300 
Synthetic fibers......... Knit underwear........ 300 
Rubber footwear........ Ply woods. cneeacemeee 250 
Computing machines... . Window shades........ 250 
Typewriters........... explosives... cs acs ee 200 
Aircraft propellers....... Metal stampings....... 200 
Cigaretteshae. cee ser cee Hydraulic cement...... 200 
Ball and roller bearings. . Paper bags: ssn oe 175 
Aluminum rolling and Gray-iron foundries....}| 175 
Cle ptt aeedudD wOO LOS 4 Canning and preserving} 150 
Internal combustion en- Bookbinding........... 125 
PINESS eee cee cre eee aes Linseed oil')2ej2.estes 100 
Vacuum cleaners........ Lithographing......... 100 
Refrigeration machinery . Suspenders and garters.| 100 
Blatiglass oct eens. occu. Pickles and sauces......} 100 
Sewing machines........ Screw machine prod- 
Corn products.......... uctsi.) se oniaensiior 75 
Hard surface floor cover- Handkerchiefs......... 165 
INS ere peace ee sis Soft drinks, bottled....} 50 
Glass containers........ Lamp shades..........- 50 


Controlling Money Over There 


“Probably, therefore, there will be a continuance of the 
trend towards the use of selective credit controls, as now 
applied in a general way through the Bank of England 
directives to the joint-stock banks. Selective credit control 
means control over the use to which borrowed funds may 
be put, as contrasted with control over the cost of borrowing 
—control over the velocity of circulation rather than the 
quantity of money. In this respect, British methods have 
a long way to go to catch up with those of the United States, 
where control over the terms of hire-purchase contracts 
and loans for house building has become a semipermanent 
feature of Federal Reserve technique... .” Harry G. John- 
son, The Economic Journal, September, 1951, pp. 554-555. 


What Cooperators Say: 


Skilled Personne! Needed 


(See article on page 460) 


METAL INDUSTRIES 
Automobiles and Equipment 


“We are in extreme need of highly skilled tool room 
grinders, chemical engineers with electro-chemical experi- 
ence, mechanical engineers and metallurgists.” 


“We are currently working overtime because of our 
inability to secure engineers, detailers, and draftsmen. 
Advertisements have been placed in local and out-of-town 
papers with little or no success.” 


“Indirectly, inability to obtain technically trained per- 
sonnel is delaying our plans, as we are unable to assign our 
trained men to development projects because of the lack 
of replacements.” 


“We anticipate that in the near future when additional 
facilities are completed and equipment received, our need 
for additional people will drastically hinder capacity pro- 


duction.” 
* * * 


“We have obtained a few people through correspondence 
with universities in nearby states. Results from these re- 
cruiting efforts are quite meager, and competition for avail- 
able personnel is very keen. We are therefore unable to 
hire anyone near the bottom of our rate range, and a very 
much increased average rate is the consequence.” 


“The established salary structure at our plant is frozen, 
and we have little leeway to meet competition for labor in 
the area. Highly skilled workers travel outside the limits 
of the area wherever the demand dictates higher salaries and 
wages.” 


“We have been looking for over three months to find a 
qualified industrial engineer at a price level within our 
salary structure.” 

* * * 

“We have been losing an average of three or four men 
per week to other companies. These losses have been offset 
by replacements who have resigned from other companies 
and accepted employment here.” 


“A number of our skilled personnel have been lost to 
those organizations offering a practically unlimited over- 
time inducement, with which it is impossible for us to 
compete; but this situation has not developed into any 


serious proportions.” 
* * * 


“Perhaps the only solution is to solicit engineering colleges 
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to accept qualified applicants as matriculants for special 
practical engineering courses not leading to a degree. No 
doubt many young men who might otherwise do semi- 
skilled work would be interested.” 


Electrical Appliances 


“Our greatest need is for skilled machinists and pattern- 
makers, and they just do not seem to be available.” 


“We are having difficulty in employing mechanical en- 
gineers, chemical engineers, engineers with experience in 
process and plant lay-out, and draftsmen. While our needs 
are not critical, we could use additional engineering brains 
in these categories. A curtailment of defense production 
would very definitely affect our needs in this field, since a 
large number of our men are working directly on defense 
contracts.” 


“We are having considerable difficulty in lecating experi- 
enced electronic engineers, servo engineers, and highly 
skilled tool designers. The need of these skills is directly 
holding up expansion and development.” 


* * * 


“Most of the men we have found have come through 
college placement offices and through letters of application 
written directly to our personnel department. In addition, 
a number of applicants have made contact with us through 
present employees.” 


“We are using personal contacts with other employers, 
in individual cases, to determine before employment whether 
their need is more urgent than our own.” 


“We find that companies newly engaged in defense pro- 
duction have set up salary structures exceeding the normal 
scales prevailing in established industry in their areas.” 


* * * 


“We have lost several understudy electrical engineers 
and draftsmen who were offered more money by another 
company, while we were frozen up in a salary freeze that 
prevented us from paying more money even if we knew 
they deserved it.” 


“If industry is not to be hampered seriously, a more 
liberal policy by Selective Service seems necessary.” 


“Should the shortage continue, it would be desirable 
to establish manpower controls. This is the only possible 


means of preventing the pirating of technical people of one 
industry by another.” 
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Electrical Machinery 


“The need is critical in some instances—this is particularly 
the case with electronic design engineers, electrical and 
mechanical engineers, metallurgists, and manufacturing and 
tool engineers. Curtailment of defense production would 
reduce our needs somewhat, but would not cause release 
of our present staffs.” 


“The curtailment of defense production would certainly 


affect our need for such personnel, as the general business 
level would decline.” 
* * * 


“We are continuing our nation-wide college recruitment 
program. We train graduates for placement in our various 
manufacturing plants. Where specific needs arise for addi- 
tional experienced engineers, we advertise in engineering 
and technical association publications, trade journals, and 
newspapers.” 


“We are helping our engineering problem by the use of 
analogue computers, which we think will increase the effi- 
ciency of our engineers materially. We have also modern- 
ized our drafting department into a more efficient operation 
which is helping to relieve the strain.” 


cs * * 


“Some defense projects would be better handled, we 
think, if the people at the head would try to build men, 
rather than steal them from other organizations.” 


“We simply must get better support from our govern- 
ment in recognizing the importance of the engineer and the 
required supporting personnel in industry.” 


Engines and Turbines 


“Our engineering manpower is our most critical labor 
market, and a great many projects are not being completed 
owing to a lack of such manpower. A curtailment of de- 
fense production would reduce our needs for such people 
by approximately 25%.” 


“Our personnel shortages are in the following skills: 
mechanical and other engineering department personnel, in- 
cluding draftsmen, etc., journeymen molders, coremakers and 
patternmakers, and skilled machine tool operators. A 
curtailment of defense production would not materially 
affect our needs, but would alleviate our present acute 
shortages.” 

* * * 

“Our primary method for securing highly skilled and 
technically trained personnel is by radio broadcasting. One 
of our local stations has a program designed especially for 
labor employment, and we have found it extremely satis- 
factory in obtaining our needed personnel.” 


“We have found, in the machinist line, that job shops 
are creating an extremely high priced market for skilled 
labor, but that the larger plants with a job classification 
system seem to fall in line with one another as far as rates 


” 
are concerned. Sot 
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“In our particular manufacturing area, which is close to 
large aircraft plants, the tendency seems to be for these 
plants to hire and stockpile their labor force, creating a 
hardship for the smaller companies. The only practical 


solution is to offer, if possible, comparable wage rates and 
benefits.” 


“Our losses to other companies have been rather heavy. 
This is not because of inadequacy of our wage ranges, but 
wage and salary regulations limit the frequency of our 
granting increases, whereas other companies are permitted 
to attract our employees by offering high starting salaries, 
even though their wage ranges might be identical with ours.” 


Hardware 


“We have not had occasion to hire any highly skilled 
or technically trained personnel within the last year.” 


* ae 


“The only technically trained personnel for whom we 
have been in the market have been time study and methods 
engineers. We have been unable to hire any because we did 
not wish to pay the high salaries they wanted. It would 
have had a very bad effect upon our established salary 
structure.” 

* * * 

“We have lost engineers to other companies as a result 
of somewhat deliberate pirating by the lure of higher 
salaries.” 

* * * 

“We are making no special effort to attract personnel 
from outside our company. We have a training program in 
our own company for all skilled personnel, except where 
highly technical knowledge is required.” 


Heating and Plumbing 


“All types of skilled labor are in short supply, and we 
are experiencing difficulty in obtaining adequate replace- 
ments.” 


“While the curtailment of defense production would not 
materially lessen our needs for skilled and _ technically 
trained employees, it would lessen the danger of employees 
leaving our company for defense industries.” 


“Limitations on production of our regular products, be- 
cause of materials restrictions, have made it possible to 
switch some of our regular engineers to the development and 
direction of defense projects.” 


ce oe 


“We advertise in all types of publications, and cooperate 
with state, local and commercial employment services in an 
attempt to locate qualified skilled and technical personnel. 
The prevailing high wages for such employees, coupled with 
wage stabilization regulations, have made it difficult to 
attract such personnel at our prevailing wage level.” 


“To help maintain and further improve the caliber of 
our engineering staff, our company is underwriting 250 
student hours per semester in the engineering school of 
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the local university. These student hours are made avail- 
able, free of tuition cost, to qualified employees for night 
school courses in engineering and other technical fields.” 


“When additional highly skilled and technically trained 
personnel are needed, we have been remarkably successful 
in securing satisfactory applicants through advertisements 
in local newspapers.” 


“We are endeavoring to train personnel, but are having 
some difficulty in this respect. Such personnel does not 
seem to be available.” 

* * * 

“We are losing quite a few technically trained people 
to the armed forces. In addition, certain older technical 
employees have been recalled to active duty from reserve 
status.” 


“We will lose a number of trained, technical or highly 
skilled men because of our present long strike.” 


Industrial Machinery (General) 


“The need for an electronic engineer is critical and much 
development work is being held up because of this shortage.” 


“If we had additional engineers we would be able to 
shorten some of our working hours, and no doubt complete 
some of our projects at a much earlier date. We would 
use these people for commercial work in the event of de- 
fense curtailment.” 


“The need for machinists is critical and is materially 
affecting our production in connection with the defense 
effort. A curtailment of defense would definitely affect 
our need, for 60% of our production is now directed to 
defense orders.” 


“We have only a few technically trained personnel, and 
these people are either hired as novices and trained by us, 
or we pay the going rate for them.” 


“A complete curtailment of defense engineering develop- 
ment requirements would leave us with excess personnel.” 


“In our fabricating shop we have made changes in our 
manufacturing setup to reduce the skills required in the 
jobs, to enable us to use less skilled help.” 


* * * 


“We have adopted a policy of asking our present em- 
ployees with technical training and skill to recommend men. 
We also have contacts with colleges and universities and 
keep our needs before these people—with good effect.” 


“We contact senior students about to graduate, and in- 
troduce our special training program. We go into com- 
munities, contacting the secretary of the commerce asso- 
ciation, principals of high schools, priests and ministers.” 


“We are starting high school graduates in our drafting 
room and elsewhere, and training them.” 


“Because of an arrangement which we have with other 
manufacturers in this area, we try to avoid local advertis- 
ing, and have been meeting our requirements principally by 
upgrading our employees, training in our own plant, and 
adding men of lower skills to our organization. Over the 
last year we have increased our working staff by approxi- 
mately 40% in this manner.” 


* * * 


“Men who previously were satisfied and fairly paid at 
$88 per week can now obtain anywhere from $100 to $150 
per week. We are probably having some of our difficulty 
hiring replacements because of our ‘low’ starting rates.” 


“We have been unable to hire a single patternmaker. 
Unfortunately, as an industrial shop operating its own 
foundry, we have patternmaker rates slightly below those 
of job shops. As a result of this, we are forced to job out, 
at higher cost and with delays in production, much of our 
pattern work—even though we have perhaps one of the 
largest and best equipped pattern shops in the area.” 


* * * 


“We have not lost any of our older employees, principally 
because we have tried to alter cur older salary scales to 
meet the higher hiring rates, at least as far as the present 
law would allow. We still have a few cases where the exist- 
ing differential between old and new employees is not 
sufficient, and we hope to correct this by upgrading the 
older employees, which will allow us to make the necessary 
adjustments in salary.” 


“The greatest impact upon us has been the recall of 
reserve officers to the Armed Services.” 


“We are not losing many highly skilled and technically 
trained people to the armed forces or to other companies, 
primarily because we did a heavy recruiting job from 
technically trained veterans at the close of World War II.” 


“Our organization has been steadily growing during the 
last decade and, owing to this fact, we have been able to 
steadily upgrade our highly skilled and technically trained 
employees into better positions with higher compensations. 
This fact has given us the opportunity of establishing a 
reputation which attracts men to our firm.” 


* * * 

“Our recommendation is better utilization of available, 
trained technical personnel—taking men who may not ex- 
actly qualify and training them, giving them greater re- 
sponsibility than would be normally delegated to young 
engineers and chemists.” 

* * * 

“We believe that too many of the larger companies are 
employing more men than they can use efficiently. One 
local company tied up a large portion of the graduating 
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class of a local vocational school by promising them jobs. 
The men were idle for some time but are now being taken 


on. They have employed many more than they need, and 


before long they will begin to release them, keeping only a 
selected few.” 
* * * 


“The continuation of training programs and the up- 
grading of personnel within industry, I think, would do 
much toward improving the current situation.” 


Industrial Machinery (Specialized) 


“We are having considerable difficulty finding suitable 
applicants for positions as electrical and technical engineers 
and major machine tool operators, owing to the scarcity 
of such applicants in this vicinity and the higher starting 
pay being offered by airplane manufacturers and other de- 
fense contractors.” 

* * * 

“The current market price for technical people has caused 
us considerable concern, as many people are advertising 
higher rates than our maximum. As a result we are hiring at 
the maximum rather than at lower in the range, as we 
ordinarily attempt to do with people with short-term ex- 
perience.” 


“Until recently we had used the lower part of our 
range for new graduates or people with little experience, 
but are now forced to find something in each individual’s 
experience that will justify our maximum.” 


ae * * 


“We expect the situation to worsen as industry expands, 
particularly in engineering personnel, for whom the competi- 
tion is keen and increasing.” 


“We have lost an increasing number of people to other 
companies, particularly to those in the aircraft industry.” 


Instruments and Controls 


“It has been necessary to limit the number of develop- 
ment projects which could be undertaken, due to the lack 
of available skills. Production has not come up to expec- 
tations for a similar reason, and expansion plans have also 
been curtailed.” 

* * * 

“We ran a little broadcast feature with one of the local 
radio stations and went into the small daily newspapers in 
surrounding towns in an endeavor to attract personnel.” 


“The rates of pay which some are demanding make it 
impossible to hire them without disruption of standards of 
pay in whole departments.” 


* * * 


“While we have lost some highly skilled and technically 
trained personnel to other plants or localities, the loss has 
not been too great. We have found that in the case of 
automatic screw-machine hands, where we have endeavored 
to train young men for such work and they have put in a 


_ year or two of training, they are induced to accept other 


jobs as fully trained automatic screw-machine hands.” 
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Machine Tools 


“We have a two-year training program for future engineers, 
and in this way we develop our own talent for the highly 
specialized work they are to perform. Since this is a regu- 
lar program, we are not faced with a need to expand tech- 
nical personnel rapidly. We generally have them when we 
need them.” 


“We maintain an on-the-job training program which op- 
erates progressively and enables us to fill most vacancies 
from within our own organization.” 


“In attempting to locate and attract people we are being 
forced more and more into elaborate advertising campaigns 
and far-flung soliciting trips.” 


“We are not making any effort to go outside to build our 
position. We are not in the habit of tampering or flirting 
with men from other manufacturers and employers—they 
want these men as badly as we do.” 


* * * 


“My recommendation is to intensify the old established 
pattern of training young men through apprenticeship.” 


“Tf people are contented because of fair treatment over 
a long period of time, they are reluctant to leave an em- 
ployer for higher paying jobs which may last only six 
months.” 


“We have always attempted to keep our labor turnover 
to an absolute minimum by carefully selecting personnel 
initially and then following up personally to see that each 
one receives fair treatment and equal opportunity for ad- 
vancement.” 


Nonferrous Metals 


“Metallurgists and chemists—the need is critical.” 


“The need for junior metallurgists is critical, as our pres- 
ent metallurgists have been forced to assume duties which 
otherwise would have been assigned to new men in the 
lower brackets.” 

* * * 

“The problem confronting us at the present time is the 
maintenance of our present staff in the face of apparently 
higher salaries and greater opportunities offered by other 
companies.” 


“The market price for technical people has forced us into 
a position where we must interest them in our organization 
on the basis of superior working conditions, permanency, 
employee benefits and opportunities for advancement over 
a period of time—and disregard immediate financial oppor- 


tunity as an attraction.” 


* * * 


“As our employment is directly connected with the 
amount of copper available, we have been reducing hours of 
work and if any employees have left our company, we have 
not had to replace them so far.” 


. 
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“In the few cases in which we felt it necessary, we re- 
quested deferments of critical personnel, and have received 
such deferments for a sufficient length of time to make 
the necessary plans for replacing them, either by trainng or 
by locating other suitable personnel.” 


“The wage stabilization boards should exercise their 
authority under the law to see that new industries, estab- 
lished within an already existing industrial area, set wage 
and salary patterns commensurate with those existing in 
such areas.” 


“We feel that a general expansion of apprentice programs 
throughout the country is absolutely essential.” 


Office Equipment 


“At the present time, we are experiencing considerable 
difficulty in obtaining tool and die makers and electronic 
engineers.” 


“Our need for highly skilled and technically trained per- 
sonnel is not quite so desperate as the general need indicated 
by the want-ad sections of the New York Sunday papers. 
Our situation actually might be critical were it not for the 
fact that we have engaged an engineering service to help us 
over certain hurdles. We have also been using outside 
service in the toolmaking field.” 


“We are not a defense shop, although we have at least 
our share of defense work, but men appreciate the fact that 
when they come with us they’ve got a reasonable chance of 
having good jobs in normal times.” 


* * * 


“Our best employment results to date have come through 
the professional societies.” 


“We have been fortunate in obtaining some highly skilled, 
technically trained people because of the shift of a depart- 
ment of a local plant to another state; and many of these 
people do not want to leave their homes.” 


“We use the usual agency help, and also do some adver- 
tising. Our principal source of labor, however, is from ap- 
plicants who come into our employment office of their own 
accord.” 

* * * 

“We have lost one very valuable technically trained engi- 
neer through his being a reserve officer in the Navy and called 
back to duty, and we have just lost a young engineer to 
an excellent organization which has an opening for him 
with better opportunities than we can now give him.” 


Railroad Equipment 


“We are having difficulty finding mechanical, metallurgi- 
cal and other engineers used in our business, patternmakers, 
machinists and electricians. The need for these skills is 
critical in all of our plants.” 


ta Se 


“We have offered a number of undergraduate engineers 
summer jobs in our plant, to gain experience.” 


“We are contemplating a series of scholarships for the pur- 
pose of interesting sophomores, juniors and seniors in our 
company prior to graduation. We have increased our efforts 
to put more data concerning the company, its products and 
policies, into the hands of placement officers in these colleges. 


* * * 


“We are not losing any technically trained personnel to 
Selective Service, as most of the men we have are above the 
draft age limit.” 


“We feel the various trade unions should give consider- 
ation to the employment of people who are mechanically 
inclined and who could be readily trained for a specific 
trade. The scarcity of mechenics is due primarily to the 
fact that in normal times the trade unions do not allow 
companies to employ a sufficient number of apprentices.” 


Steel 


“We are at present trying to locate one or two chemical 
engineers, and also have our eyes open for metallurgical, 
mechanical and electrical engineers. We find chemical en- 
gineers the hardest to obtain.” 


“The two most critical classifications are electrical en- 
gineers and mechanical design engineers. There is also a 
= « © 99° 
very acute shortage of skilled ‘all-around mechanics. 


“The need for skilled people is not exactly holding up 
any project, although more of them would certainly ex- 
pedite operations.” 

* si % 

“We are using every avenue known to our personnel 
department not only to locate, but to attract our needed 
caliber of personnel.” 


“We have adopted a positive recruiting program covering 
seventeen different methods of recruiting personnel in an 
attempt to attract people, although we do pay salaries 
lower than in competitive companies.” 


“We have had no difficulty in securing the vequired per- 
sonnel. Current market prices have had no effect on our 
established salary structure, as we are of the opinion that 
beginning salaries are immaterial and that our policy of 
compensating the individual upon the basis of the responsi- 
bility he accepts is much more important to him than a 
high starting salary.” 


“We are using the usual procedures of employment 
agencies and advertisements in newspapers and_ technical 
journals. Certain candidates demand more money than 
our wage scale will provide.” 


Ee 


“We do not in any way let draft status affect our hiring 
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practices and procedures and, to date, have not been hurt 
by such a policy.” 


“In recent months there has been an increasing number 
of engineers leaving our company for higher paid jobs in de- 
fense industries. If such a trend continues serious conse- 
quences may result.” 


“ce ° s eye . 
Unless the situation becomes more critical and seriously 


_ threatens production needed for national safety, we suggest 


that voluntary cooperation be relied upon to handle the 
situation, thereby avoiding manpower control as long as 
possible.” 


Miscellaneous Metals 


“Because we have not been able to obtain all the steel 
which we need, our plants are operating with the same 
personnel as a year ago, and the turnover is about normal, 
even taking account of the men who are called into the 
service.” 


“We are having considerable difficulty in obtaining tech- 
nically trained people, specifically mechanical engineers, 
design draftsmen, and product designers with mechanical 
and electrical engineering training. Because we are unable 
to enlarge our engineering staff at a satisfactory rate, both 
development projects for new products and new production 
facilities are being delayed. So far as we know, a curtail- 
ment of defense production would only serve to increase the 
need for such people because of the need for strengthening 
our competitive position.” 


* * * 


“We had hoped to hire some graduates out of the June 
graduating class on a two-year training program. We had 
expected to start these men in at a monthly salary of from 
$275 to $300 a month, with a $25 monthly increase every 
six months during the training period. We were unable to 
hire any graduates on this basis.” 


“We are combatting this shortage in several ways— 
by subcontracting a portion of our work and also by up- 
grading and training employees who have the basic back- 
ground education or experience that would enable us to fit 
them into our needed classification.” 


* * * 


“We have lost some technically trained people to other 
companies with prime contracts from the defense establish- 
ment, specifically the aircraft industry. We are also in 
grave danger of losing several key people who are members 
of various reserve units.” 


“We are losing some skilled machinists to other com- 
panies, principally defense industries, which are paying 
higher wages than our present wage scale permits; but so 
far we have lost none through Selective Service. In spite 
of this, however, we find that the present unsettled condi- 
tions in the industry have equally as much influence in 
causing these skilled machinists to seek employment in other 
companies.” 
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NONMETAL INDUSTRIES 


Building Materials 


“We are having trouble finding ceramic engineers, indus- 
trial engineers, and mechanical engineers. The need for 
these skills is not critical.” 


* * * 


“Curtailment of defense production would affect our 
needs for technical people only to the extent that replace- 
ments would be more readily available. 


“Our policy is to maintain favorable starting salaries, 
to cultivate our relationships with universities and colleges, 
and to make it easy and inexpensive for prospects to inter- 
view our personnel representatives.” 


“We have found that the salary structure for present em- 
ployees has had to increase about as rapidly as the outside 
market price in order to hold our present employees and 
to partially offset increases in the cost of living.” 


“The current market price for skilled and technically 
trained personnel collides in various instances with our 
established salary structure. We are just keeping our 
fingers crossed that the situation may not become too acute.” 


“In order to locate technically trained personnel for our 
company, we are using personal contacts with college place- 
ment offices, advertisements in technical and professional 
trade journals, and personal contacts with the employment 
clearing houses of national societies.” 


“Contacts with colleges and scouting by individuals are 
depended upon for locating possible candidates. We then 
attempt to interest them through information about the 
company’s background, financial standing, competitive 
standing in the industry, our insurance and retirement plans, 
and our training program.” 


* * * 


“The current situation is one in which there just isn’t 
enough technically trained personnel to go around, and 
the future solution must be to keep qualified young men in 
the colleges until they have obtained technical education.” 


Chemicals 


“We notice the greatest shortage of technically trained 
people to be in the field of chemical engineering, and in 
chemists trained at the doctorate level.” 


“We are having trouble finding all classifications of 
highly skilled and technically trained personnel, especially 
for new and expanded plants and laboratories. We regard 
our need for these skills as critical.” 


“We have trouble in obtaining chemical, mechanical and 
electrical engineers, also organic research chemists. The 
need is critical in development work, and production in 
new units is suffering from a shortage.” 
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“A curtailment of defense production would have little 
effect on our need for technically trained people.” 


* * * 


“We have supplemented college recruiting by advertise- 
ments in technical journals, magazines, and metropolitan 
newspapers, and by attending technical meetings and par- 
ticipating in employment clearing houses run by the pro- 
fessional societies. Recourse is also had to professors in 
the universities, and we examine the lists of available men 
issued by employment agencies, both public and private.” 


“The starting wage paid by some of the large companies 
has seriously affected our ability to add young men to our 
organization. We are growing, and we would like to add 
some young men whom we could train for future responsible 
positions in both manufacturing and sales.” 


* * * 


“Our losses to Selective Service are primarily among the 
younger men, and the more recent employees. Their loss 
from a potential point of view is serious, and because of 
this we are contesting cases as far as possible in individual 
situations. Also, the reservist losses affect, for the most 
part, our more experienced employees.” 


“The most critical phase of technical employment prob- 
lems is likely to arise in three or four years because of the 
decline in college enrollment. In addition to this, the 
Armed Services apparently are holding out to college men 
promises of continuation in college if they enroll in officers’ 
training courses. This threatens to reduce considerably the 
proportion of graduating classes available to industry.” 


“Manpower hoarding should be actively discouraged. 
Projects in which government funds are being used should be 
denied the ‘sky is the limit’ attitude when bidding in the 
market for technical skills.” 


“The government must be made aware of the utter 
necessity of proper legislation and regulations concerning 
the use of scientific and technologically trained men, in 
order that all may serve in a capacity which will contribute 
most to the needs of the country.” 


Food 


“The need for research chemists, chemical engineers, and 
mechanical engineers is critical. Curtailment of defense 
production would not appreciably affect our needs for such 
people.” 


“We have encountered considerable difficulty during the 
past year in obtaining properly qualified chemical engineers, 
mechanical engineers, analytical chemists, and microbiolo- 
gists. The problem is serious.” 


* * * 


“In some instances, we have had difficulties in replacing 
employees we lost at salaries we could offer under our 
salary structure.” 


“We have broadened our recruiting procedures to in- 
clude every possible source which might produce capable 
men. Among these are contacts with the colleges and uni- 
versities, which have been accelerated on a wider scale, the 
use of engineering societies and trade organizations, a con- 
tinuing program of advertising in various mediums, and 
full utilization of public and private employment services.” 


* * * 


“Some of our younger men are leaving for service, and 
we are going to find them hard to replace in this market. 
I can sympathize with the terrific problem of trying over- 
night to create skills that take years to develop.” 


“There should be a central, technically qualified board 
or committee to pass on the importance of technical men, 
with authority to provide deferment where this is essential 
to proper functioning of the industry.” 


Paper Products 


“In line with our policy of promotion from within, our 
greatest technical needs are for people at the trainee or be- 
ginning job assignment level, rather than for any appre- 
ciable number of experienced men.” 


“We are having difficulty finding high-caliber chemical 
engineers. Marginal and submarginal men are quite plen- 
tiful, but the indications are that there will be a continued 
shortage of the caliber most firms are looking for.” 


“Our needs are not critical, but the effectiveness of our 
organization will suffer unless manpower is constantly in- 
jected into our organization.” 


“We are having extreme difficulty in finding development 
and control chemists as well as chemical engineers. A lack 
of these skills is definitely holding up development projects, 
and is probably impairing production.” 


* * * 


“We are obtaining the majority of our technically trained 
people through college recruitment channels, a few of the 
outstanding professional and technical employment services, 
and occasional advertising in technical trade publications. 
We also obtain the recommendations of current employees 
and associates outside our organization who are in a posi- 
tion specifically to recommend a given individual.” 


“We have tried all the usual methods of recruitment with 
no particular success, and it is apparent that the current 
market price for such skills would develop an imbalance 
in our over-all salary structure.” 


kag ofl 


“Our turnover among highly skilled and technically 
trained employees has been higher than normal and enough 
to cause apprehension.” 
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“We believe that the primary answer lies in the encour- 
agement of more young people to enter these fields of large 
industrial demand. In this respect, we are in the process 
of formulating a limited number of chemical engineering 
college scholarships for outstanding high school students.” 


Rubber Products 


“We are having difficulty in obtaining skilled and tech- 
nically trained personnel, such as chemists and engineers. 
Expansion of output is very slow in consequence.” 


“Our inability to find properly trained and experienced 
chemical engineers and organic chemists is holding up de- 
velopment projects and to some degree is affecting produc- 
tion standards in one division of our company.” 


“The lack of mechanical engineers and a process machine 
designer has not, up to the moment, caused delays, because, 
in extreme emergencies, we are having some of our engineer- 
ing work done by an outside engineering service.” 


* * * 


“We are not going beyond our regular contact with 


colleges, employment bureaus and advertising, for technical 
help.” 


“We have advertised extensively in various daily and 
Sunday newspapers and technical magazines, and recently 
combed the files of the American Chemical Society at their 
meeting. We also tried several of the universities; we were 
late getting started and were unsuccessful.” 


* * * 


“We are not losing a great many highly skilled and 
technically trained people, but we have a moderate increase 
in business through the years, particularly now, and we are 
looking for promising new blood. 


* * * 


“Reservists should be allowed to remain in industry unless 
their skill is for a specific project. As an illustration, one 
of our men on a temporary deferment is an experienced 
chemical engineer and of great value to our company, and 
his military rating is that of procurement officer.” 


Petroleum 


“We have not satisfied present technical manpower needs 
for chemical engineers, automotive engineers, design en- 
gineers (mechanical, civil, electrical) , electronic physicists at 
_ the Ph. D. level, mechanical engineers with research experi- 
ence, precision instrument makers, and essentially all types 
of chemists. Curtailment of defense production would not 
affect these needs.” 


“Defense curtailment would aid us indirectly inasmuch 
as it would probably result in more technical people being 
‘made available for employment by us.” 

* * * 

“Because of our long-established training program in de- 

veloping personnel for advanced and supervisory assign- 
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ments, only infrequently are we required to go outside the 
company for specific experience.” 


“Our technically trained people are secured principally 
through broad college recruitment programs. In 1951, 
twenty-six colleges were visited by our company represen- 
tatives, and in 1952 some thirty will be covered. The likely 
prospects are brought at company expense to be interviewed 
and tested.” 


“We cannot meet the rates offered by some consulting 
firms and some other industries that do not have an estab- 
lished salary structure. We have not reduced our standards 
as to the qualifications a prospective employee must have. 
We are just not filling some jobs.” 


* * * 


“Our experience suggests that while a technically trained 
employee is not indispensable as an individual, his induction 
into the military service positively retards any technical 
project on which he may have been working as a member 
of a team. This retarding effect, we believe, justifies a re- 
quest for draft deferment.” 


Textiles 


“We are having great trouble in finding biologists, bio- 
chemists, chemists of all kinds, engineers of all kinds, and 
physicists. This difficulty is placing great strain upon our 
ability to carry forward our current research programs.” 


“We are fully staffed at the present time, but if we did 
need additional or replacing chemists or mechanical engi- 
neers we think we would have trouble in getting them; it 
would certainly take some time.” 


* * * 


“The effect of the market price of such personnel upon 
our established salary structure is disturbing, as it tends 
to make the rates of remuneration for older employees 
disproportionately low and out of line.” 


* * * 


“We have had no turnover so far and I am not surprised 
at this, because most of the people in our company have 
been with us for years and their tendency is to stay on 
under almost any conditions.” 


“We try to confine our approaches to people who we 
understand from friends and university associations are 
unsuitably placed or who have expressed a definite interest 
in making a change.” 

* * * 

“There are a large number of companies that have no 
history of successful research but that, for reasons of 
taxation or because of what other companies have suc- 
ceeded in doing over the years, are now suddenly determined 
to open research laboratories. The attack used seems to 
lie in the direction of offering substantial salary increases 
to individuals who have a record of steady development and 
substantial attainments. In this way they open and man 
their new laboratories.” 


SELECTED BUSINESS INDICATORS | 


(Annual statistics appear in ‘““The Economic Almanac 1951-1952,” pages 230, 231) 


1951 1950 | Percentage Change 
Item Unit Latest Latest | 10 Months, 
Octoberp September August July October pt — io Manion 
Month Ago Year Ago 3950 
Industrial Production 
TotaliGERB):(S) stent csirseilo ele 1935-39 = 100 220 | r 219 |r Q17 |r 212 216 +0.5 +1.9 +11.8 
Manufacturing (FRB) (S)........ 1935-39 = 100 229 |r 228 |r 207 | r 229 225 +0.4 +1.8 +11.8 
Durable goods (FRB) (S)....... 1935-39 = 100 Q77 273 |r 268 266 261 +1.5 +6.1 +18.1 
Steel Seat cet ricn ce mua 000 net tons 9,096 |r 8,655 8,734 8,679 8,753 +5.1 +3.9 +8.7 
Pigcinon ais: Gemes.ae des Cah ee is 000 net tons n.d. 5,890 6,063 6,070 5,697 2.9 +3.4 +9.6¢ 
Copper (refined).............. net tons 104,148 | r 74,354 79,613 93,258 110,435 +40.1 seid h -5.9 
DBead=(retined)scsces aes ee 2 tes net tons n.Q. 30,474 31,756 44,864 49,958 4.0 -39.0 -9.3¢ 
Zine slab) = ees cee ees net tons 79,432 70,623 74,035 78,955 79,997 +12.5 Os, +2.6 
Glass containers.............. 000 gross n.d. 9,134 10,575 10,355 8,673 -13.6 +5.3 +20.6¢ 
Mum behiess satan oh oie See million bd. ft. n.a. 3,200 3,584 3,147 3,717 -10.7 -13.9 +2.0¢ 
Machine tools!............... 1945-47 = 100 n.a. 189.8 |r 178.9 144.7 101.6 +6.1 +86.8 +107.9¢ 
Machinery (FRB)............ 1935-39 = 100 n.a. 336 rf 3523 327 283 a +2.4 +18.7 +29.5¢ 
Transportation equip. (FRB). .|| 1935-39 =100 n.Q. 319 r 310 299 284 a +2.9 +12.3 +21.4¢ 
Automobiles, factory sales... .. units n.d. 365,906 426,932 381,407 616,827a -14.3 40.7 -14.3¢ 
Nondurable goods (FRB) (S)**. .|| 1935-39 =100 190 | r 192 | r 193 |r 187 196 -1.0 -3.1 +5.7 
Gotton*e teins sade cee 000 bales n.d. 722 754 767 970 4.3 -25.5 +10.1¢ 
WWiOOlbs cattrays skecraheratase Micare acs million pounds n.d. 32.4 38.1 29.8 52.8 -15.0 -38 .6 -20.1¢ 
Rayon yarns. «ce se sce es are million pounds 56.1 57.3 69.8 78.8 82.5 Se —32.0 4.4 
Food prod., mfd. (FRB) (S).. .|} 1935-39 =100 n.d. 163 |r 164 164 167a —0.6 24 +0.7¢ 
Chemicals (FRB) (S)......... 1935-39 = 100 n.d. 307 307 304 271 0 +13.3 +15.9¢ 
Newsprint, North American. . .|| short tons n.a. 518,118 580,622 540,896 523,990a -10.8 -1.1 +5.4¢ 
Papers encmics ccs vc oles o % of capacity 100.8 94.8 98.9 |r 88.6 101.0 +6.3 0.2 +3.6 
Paperboard sates cctawese aaa % of capacity 87 86 94 84 102 +1.2 -14.7 +5.1 
Boots and shoes..............- thous. of pairs n.a. Te 41,958 $1,757 51,369 +32.1 -18.3 -8.5d 
Mining (ER B)s(S)8sna.« coc 3 ce oes 1935-39 = 100 168 |r 169 |r 166 156 166 -0.6 +1.2 +11.8 
Bituminous coal.............. 000 net tons 51,530 |r 42,860 47,065 33,945 51,376 +20.2 +0.3 +5.2 
IATIUDTACIUG sacar st Saare cee 000 net tons 4,730 3,178 3,514 2,770 4,282 +48.8 4+10.5 -8.9 
Crude petroleum?............. 000 barrels 6,340 e 6,290 e 6,232 6,141 5,900 +0.8 +7.5 +15.3 
Electric power!..........0c0cses0%8 million kwh 7,192 7,022 7,098 6,739 6,525 +2.4 +10.2 +13.2 
Constructiones. tana nce ace ocean miliion dollars 1,051 1,083 1,263 1,380 1,136 -2.9 -7.4 +10.9 
Heavy engineering—Total®......... 000 dollars 256,743 229,290 229,143 344,660 237,632 +12.0 +8.0 +19.1 
Distribution and Trade 
Carloadings, total... 226.56 .00: thousand cars 866.0 830.9 824.6 761.0 881.5 +4.2 -1.8 +5.6 
Carloadings, miscellaneous**........ thousand cars 415.2 394.7 385.6 366.8 418.2 +5.2 O57. +6.3 
Retailasaless(S)c%. ence cio million dollars n.d. 12,292 |r 12,468 |r 12,090 12,362a -1.4 -0.6 +4.1e 
Department store sales (S)......... 1935-39 = 100 304 312 319 309 291 2.6 -+4.5 +3.5 
Variety store sales (S)............. 1935-39 = 100 n.a. 257.0 272.0 |r 264.2 244 3a -5.5 +5.2 +7.5¢ 
Rural retail trade (S)............. 1935-39 = 100 n.a. 302.1 321.6 329.2 302.5 -6.1 —0.1 +7.6¢ 
Grocery chain store sales (S)’....... 1935-39 = 100 n.a. 450.0 |r 452.8 |r 439.1 394. Sal 0.6 414.1 +14.7e¢ 
Magazine advertising linage........ thous. of lines 4,849 4,845 3,934 3,260 4,602 +0.1 +5.4 +4.7 
Commodity Prices 
All commodities (BLS)............ 1926 =100 178.1e 177.6 178.0 |r 179.4 169.1 +0.3 +5.3 +13.7 
Rawanaterials son con os ee sk econ es 1926 = 100 n.a. 186.9 187.5 189.9 181.8a -0.3 +2.8 +14.8¢ 
Semi-manufactured articles....... 1926=100 n.a. 168.8 170.0 174.0 165.7a) 0.7 +1.9 +20.4¢ 
Manufactured products.......... 1926 =100 n.d. 174.2 |r 174.4 175.1 164. 6a Uk +6.2 +13.9¢ 
Farm products.................. 1926 =100 192.4e]r 189.2 190.6 194.0 177.8 +1.7 +8.2 +17.5 
FOOUseerenee wees corns feels 1926 =100 190.lelr 188.0 187.3 186.0 172-5 4+1.1 +10.2 +13.9 
Retail prices srascc. cies vee cide vehle as 1935-39 = 100 n.d. 207.8" r* 206.1 | re 20626 192 .6a' +0.6 +7.6 +10.1¢ 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-89 = 100 185.0 187.3 181.5 172.8 157.8 -1.2 +17.9 +21.9 
Industrials Biepeacaleiciese:siars eit wiaie.cahevs 1935-39 = 100 202.3 205.2 198.3 188.1 170.7 -1.4 +18.5 +24.6 
Railroads SISA LSPRORCRRETER SO ae 1935-39 = 100 154.7 152.8 147.1 139.4 129.2 +1.2 +19.7 +31.6 
Utilities pice ts. eet cdes 1935-39 = 100 115.2 115.8 114.4 111.5 106.2 0.5 +8.8 +3.9 
Totalno.sharestraded N. Y.Stock Ex.|}| thousands n.d. 46,241 42,912 36,744 46,388a +7.8 -0.3 —4.6¢ 
Corporate bond yields (Moody’s)...|| per cent $518 3.08 3.12 Snl7 2.88 +1.6 +8.7 +6.8 
Financial Indicators 
Bank debits, outside New York City®] million dollars 75,700 66,359 69,827 67,532 68,137 +14.1 +11.1 +17.0 
New capital corporate issues........ 000 dollars n.a. n.a. 247,779 476,911 271,'729b —48 .0 -8.8 +28 2d 
Refunding HAGUIES Ge. don diathce an We ta 0 000 dollars n.a. n.a. 19,778 31,423 136,5386 -37.1 -85.5 -70.1d 
Comm.., industrial and agric. loans‘.|| million dollars 20,403 19,861 |r 19,335 19,067 16,080 42.7 +26.9 +35.3 
Total personal income (S)*......... billion dollars n.d. 258.3 |r 258.7 252.4 aoe =) 2 +9.4 +13.1 
Money in circulation, end of month.|| million dollars 28,412 | r 28,288 28,155 27,851 27,228 +0.4 +4.3 42.1 
Defense expenditures™......,...... million dollars 3,458 2,973 |r 3,368 3,196 1,455 +16.3 +187.7 +136.3 
Budget surplus (++) or deficit (-)#. .!| million dollars —5,462 -2,615 -3,661 —2,168 | -817 


we éheheale sh “lw reis-atts te, 


SAdjusted for season variation ‘Shipments Consumption ‘Average daily 4Average weekly 5F. W. Dod, 6Engineert 
Adj : ) SW ge ngineering News-Record—average week] 7Grocery 
combination chain store sales 140 centers Annual rate Includes federal budget expenditures for Defense Dept., Atomic Roaray Comm., Mutual Defense peebees Mastend 
Activities, Coast Guard, Defense Production New series; data are cumulative from July 1 aSeptember 1950 bAugust, 1950 Percentage change 9 months 1950 to 9 months 1951 
dPercentage change 8 months 1950 to 8 months 1951 eEstimated n.a.Not available Preliminary _*Value as traffic indicator subject to variations in length of haul and amount 
loaded. **The series on consumption of cigarettes formerly shown under this heading, has been dropped. Data are available from the Treasury Dept. or the Dept. of Commerce, 
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@dvertising Linage, Magazine 

i See Selected Business Indicators 

Ml Quiet with Payroll Statistics,” Nov 442 

#\ Look at Payrolls and Prices,” Apr 136 

#imortization Program, The Fast-” (Chart 

# Feature), Oct 384 

mthracite Production 

See Selected Business Indicators 

NAre Direct Controls the Answer ?” Aug 297 

| rms and the Export Gap,” Sept 346 
putomobiles 

} “How Big Is the Market ?” Oct 372 

Instalment Credit, June 228 

Market, June 208, 209 

See also Selected Business Indicators 


ank Debits 

See Selected Business Indicators 

janking 

“Anatomy of Bank Credit Changes” (Chart 
Feature), Sept 345 

“Central Banking—Then and Now,” Oct 390 

See also Federal Reserve; Treasury 

enefits 

“Federal Benefits for Veterans and Their 
Dependents” (Table), Jan 37 

“New Benefits for New Veterans,” July 284 

“News and Views on Old Age,” Sept 360 

“The Retirement Test Today,” Apr 146 

“Trend in State Disability Benefits,” Feb 76 

“Veterans Benefits Add Up,” Jan 8 

FSituminous Coal Production 

See Selected Business Indicators 

“Bold New Program,” July 272 

Soot and Shoe Production 
See Selected Business Indicators 

“British Purchase Tax,” Apr 156 

HSusiness Indicators 

See Selected Business Indicators 

usiness Forecasts 

Jan 7, Feb 74, Apr 159, June 211, July 256, 
Aug 294, Sept 334, Oct 382, Nov 422, 
Dec 473 

"Business Book Shelf 

Jan 13, 33; Feb 47, 59; Apr 143; June 232; 
July 261; Aug 295, 315; Sept 358, 360; 
Oct 371, 399 

(Business Highlights 

Jan 2, Feb 42, Mar 82, Apr 130, May 162, 
June 206, July 246, Aug 290, Sept 326, 
Oct 366, Nov 406, Dec 446 

(Butler, William F. 

“Are Direct Controls the Answer ?” Aug 296 


Canada’s Industrial Output Is Up” (Chart 
Feature), June 224 
Capital Investment 
Capital Invested per Employee, July 283 
“The Fast-Amortization Program’ (Chart 
Feature), Oct 384 
“The Outlook for Capital Expenditures” 
Nov 411 
-Carloadings 
See Selected Business Indicators 
“Central Banking—Then and Now,” Oct 390 
“Changing Labor Picture, The,” July 262 
“Checking the Indexes,” Apr 140 
Chemical Production 
See Selected Business Indicators 
“Chronology of Direct Controls Last Time,” 
Mar 90 
Cigarette Production 
_ See Selected Business Indicators 
“Coal for European Power,” Jan 30 
Commodity Prices 
See Selected Business Indicators 


DECEMBER, 1951 


Construction 
“Money Builds Houses,” July 252 
“More Families—More Homes,” Aug 308 
“1950 vs. 1940 Housing Picture” (Chart 
Feature), Aug 306 
See also Selected Business Indicators 
Consumer Expenditures 
“Consumer This Winter: Glut or Famine ?” 
June 206 
“Economics of Civilian Morale,’’ Feb 64 
“High Food Prices and Consumer Buying,” 
Nov 426 
“How Far to the Peak ?”” Nov 406 
“TInstalment Buying Gets a Brake,” June 226 
And Retail Inventories, May 162 
Consumers’ Prices 
“High Food Prices and Consumer Buying,” 
Nov 426 
See also Earnings, Hours and Employment 
Trends 
Controls 
“Chronology of Direct Controls Last Time,” 
Mar 90 
“Credit Control: Still a Problem,” Nov 436 
“Economics of the Garrison State.” Aug 296 
“Food and the Freeze,” Mar 112 
“The Intermediate Run,’ Mar 82 
And Material Shortages, Mar 119 
“Price Controlling the Retailer,” Apr 153 
Copper Production 
See Selected Business Indicators 
Corporate Business 
“The Tax Load—and Business,”’ Dec 446 
Cotton Production 
See Selected Business Indicators 
“Credit Control: Still a Problem,” Nov 436 
“Cures for Material Shortages,” Mar 96 


Defense 
“Danger Signals vs. Rearmament,” May 162 
“Defense Contracts, Impact of,” Sept 331 
‘Defense Dollars and Deficits,” Sept 350 
‘Defense Progress Brings Own Problems,” 
Apr 130 
“Economics of the Garrison State,” Aug 296 
“Industry Slow on Civil Defense,” Oct 386 
“The Shift Is On,” Jan 43 
War Contracts, June 213 
Department Store Sales 
See Selected Business Indicators 
‘Dilemmas of European Recovery,” Dec 452 
Durable Goods Production 
See Selected Business Indicators 


Earnings, Hours and Employment Trends 
Jan 34, Feb 52, Mar 112, Apr 136, May 174, 
June 230, July 266, Aug 313, Sept 356, 
Oct 402, Nov 442, Dec 480 
“Fringe Benefits in Wage Statistics,” Feb 54 
“Organizing Wage Stabilization,” Jan 14 
‘Workers’ Earnings Under Stabilization,” 
Nov 414 
Economic Cooperation Administration 
“Arms and the Export Gap,” Sept 346 
“Bold New Program,” July 272 
Economic Notes 
Jan 36; Apr 148; June 233; July 251; Sept 363; 
Oct 398, 399; Nov 413, 435; Dec 451, 459, 
481 
“Economics of Civilian Morale,” Feb 64 
“Economics of the Garrison State,” Aug 296 
“Economy and the 82nd Congress,”’ Dec 450 
Electric Power Production 
See Selected Business Indicators 
Employment 
“The Changing Labor Picture,” July 262 
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Employment—Continued 
“Industry Goes West,” June 216 
“Labor Market and the 10%,” Mar 87 
“Perspective on Older Persons,” Oct 398 
“Regional Changes in Decade, Great,” June 
4 


24 
“Workers and Dependents,” July 251 
See also Earnings, Hours and Employment 
Trends 
Excess-Profits Tax 
“E.P.T. Undermines Business Judgment,” 
Sept 341 


“Federal Benefits for Veterans and Their De- 
pendents” (Table), Jan 37 
Federal Reserve 
“Central Banking—Then and Now,” Oct 390 
“Credit Control: Still a Problem,” Nov 436 
“Economics of the Garrison State,” Aug 296 
Index, Apr 140 
“Instalment Buying Gets a Brake,” June 226 
“The FR-Treasury Controversy,” Mar 107 
“Yields and the Treasury’s Exchange Offer” 
(Chart Feature), Apr 158 
“First the Tools, Then the Output,” Apr 134 
“Fifty Largest Manufacturing Corporations, 
The,” Dec 478 
Food Prices 
“Food and the Freeze,” Mar 112 
“High Food Prices and Consumer Buying,” 
Nov 426 
See also Earnings, Hours and Employment 
Trends 
Food Production 
See Selected Business Indicators 
Foreign Trade 
“Arms and the Export Gap,” Sept 346 
“Coal for European Power,” Jan 30 
“Our Influence on Foreign Price Rises,’”’ May 


176 
“Our Invisible Foreign Trade,” Feb 70 
And Point IV Program, July 272 
“Freight Cars on the Move,” July 258 
Fringe Benefits 
“Fringe Benefits in Wage Statistics,” Feb 54 
And Wage Stabilization, Feb 52 


Gainsbrugh, Martin R. 
“Manpower Problems of a Garrison State,” 
Aug 300 
Glass Container Production 
See Selected Business Indicators 
Gold 
‘“Where New Gold Goes,” Sept 363 
Grocery Chain Store Sales 
See Selected Business Indicators 
Hoover, Edgar M. 
“The Outlook for Capital Expenditures,” 
Nov 411 
“How Age Groups Compared in 1950” (Chart 
Feature), Dec 468 
“How Big Is the Automobile Market ?” Oct 372 
“How Far to the Peak ?” Nov 406 
“How High Can Inventories Rise?” May 167 
“How To Streamline the Federal Budget,” May 
182 
“Impact of Defense Contracts,” Sept 331 
Income 
“Jnflation, Taxes—and Income,” Jan 13 
“Looking into Low Incomes,” Oct 399 
Regional Spread, June 217 
See also Selected Business Indicators 
Industrial Production 
“A Larger Industrial Plant,” Sept 336 
“Industry To Continue in High Gear,” June 
218 
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Industrial Production—Continued 
See also Selected Business Indicators 
“Industry Goes West,” June 216 
“Industry Slow on Civil Defense,” Oct 386 
Inflation 
“Tnflation, Taxes—and Income,” Jan 13 
“That FR-Treasury Controversy,” Mar 107 
See also Business Highlights 
“Instalment Buying Gets a Brake,” June 226 
Insurance 
“Insurance Companies Turn to Mortgages,” 
Nov 435 
“Living Costs of Oldsters,”’ Oct 398 
“New Benefits for New Veterans,” July 284 
“News and Views on Old Age,” Sept 360 
“The Retirement Test Today,” Apr 146 
“Trend in State Disability Benefits,” Feb 76 
Inventories 
See Business Highlights 
“Investments,” Aug 299 


Keyserling, Leon H. 
“New Approaches for New Problems,” Aug 
300 


Labor Force 
“The Changing Labor Picture,” July 262 
“Economics of the Garrison State,”’ Aug 296 
“Industry Goes West,” June 216 
“Labor Market and the 10%, The,’ Mar 87 
“Manpower Problems of a Garrison State,” 

Aug 300 
“Perspective on Older Persons,”’ Oct 398 
piponat Changes in Decade Great,” June 
And Wage Stabilization, Feb 51 
“Workers and Dependents,” July 251 
See also Earnings, Hours and Employment 
Trends 

Lead Production 
See Selected Business Indicators 

“Long-run Trends in the Financial Future,” 
Dec 470 

“Look Before You Sign,” July 268 

“Looking at Felevision Now,’ Feb 72 

Lumber Production 
See Selected Business Indicators 

Machinery Production 
See Selected Business Indicators 

Machine Tools 
And Defense, Apr 130 
“First the Tools, Then the Output,” Apr 134 


oo Mounts for Capital Goods,” Sept 


See also Selected Business Indicators 
“Making Steel Capacity,” Feb 66 
fe epee Problems of a Garrison State,” Aug 
“Manufacturing Profits Hit by War Threat,” 
Jan 22 
Material Shortages 
And Auto Production, Oct 372 
“Cures for Materials Shortages,” Mar 96 
“Materials Are Short Under Limited Con- 
trols,” Mar 119 
Of Minerals, Apr 151 
Steel for Freight Cars, July 258 
te Second-Quarter Downtrends,” July 
Mining 
See Selected Business Indicators 
Money 
“Money and the New Deal,” Noy 432 
“Money Builds Houses,” July 252 
“Money Rates Are Back to Prewar” (Chart 
Feature), Sept 344 
“Money vs. Deposits,” Nov 413 
See also Business Highlights; Selected Business 
Indicators; Federal Reserve; Treasury 
“More Families—More Homes,” Aug 308 


“‘New Approaches for New Problems,” Aug 300 
“New Benefits for New Veterans,” July 284 
“News and Views on Old Age,” Sept 360 


Newsprint Production 
See Selected Business Indicators 
“1952 Budget Means Still Higher Taxes” (Chart 
Feature), Feb 62 
“1950 vs. 1940 Housing Picture, The” (Chart 
Feature) Aug 306 
Nondurable Goods Production 
See Selected Business Indicators 
Old Age 
“Living Costs of Oldsters,”’ Oct 398 
“News and Views on Old Age,’ Sept 360 
“Perspective on Older Persons,” Oct 398 
“Our Influence on Foreign Price Rises,” May 176 
“Our ‘Invisible’ Foreign Trade,” Feb 70 
“Outlook for Capital Expenditures,” Noy 411 
“Organizing Wage Stabilization,” Jan 14 
Paper Production 
See Selected Business Indicators 
“Peering Into the Future—With the Department 
of Agriculture” (Chart Feature), Jan 20 
“Perspective on Older Persons,” Oct 398 
Petroleum 
See Selected Business Indicators 
Pig Iron Production 
See Selected Business Indicators 
Point Four 
“Bold New Program,” July 272 
“Pressure Mounts for Capital Goods’? (Chart 
Feature), Sept 335 
Price Controls 
See Controls 
Prices 
See Business Highlights; Consumers’ Prices; 
Earnings, Hours and Employment Trends 
Production Index 
“Checking the Indexes,” Apr 140 
“Proposed Taxes Would Be Distributed Like 
This” (Chart Feature), Apr 144 
Profits 
“A Consumer This Winter: Glut or Famine ?” 
June 206 
And Controls, Mar 82 
Corporate, June 210 
“E.P.T. Undermines Business Judgment,” 
Sept 341 
“Manufacturing Profits Hit by War Threat,” 
Jan 22 
“Turning Point for Profits ?”” Dec 475 
*Q and A,” July 283 
Rayon Yarn Production 
See Selected Business Indicators 
“Readjustment in Textiles,” Sept 358 
‘“Rearmament, Danger Signals vs.,”” May 162 
“Regional Changes in Decade Great,” June 214 
Renegotiation 
“Look Before You Sign,” July 268 
Retail Trade 
And Price Controls, Apr 153 
“Retailers Miss the Turn,” May 171 
“Size vs. Sales: Wholesale and Retail’? (Chart 
Feature), Nov 424 
See also Business Highlights; Selected Business 
Indicators > 
“Retirement Test Today,’’ Apr 146 
Securities 
See Selected Business Indicators 
Selected Business Indicators 
Jan 40, Feb 75, Mar 118, Apr 160, May 181, 
June 234, July 288, Aug 324, Sept 364, 
Oct 404, Nov 444, Dec 490 
Shields, Murray 
“Some Concrete Problems,” Aug 296 
“Shift Is On, The,” Jan 48 
“Size vs. Sales: Wholesale and Retail,’’ Nov 424 
“Some Concrete Problems (of the Garrison 
State), Aug 296 
Steel Production 
Freight Car Shortage, July 258 
“Making Steel Capacity,” Feb 66 
“Using New Steel Capacity,” Mar 102 
See Selected Business Indicators; Business 
Highlights 
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Suburban Development 
“The Trek Is to the Suburbs,” Oct 378 
Survey of Business Opinion (Practices) 
Jan 22; Mar 96, 119; June 218, 235; July 268; 
Aug 316; Sept 341; Oct 386; Dec 460, 46 


Taxes ; 2 
“B.P.T. Undermines Business Judgment, 
Sept 341 


“Past-Amortization Program” (Chart Fea- 
ture), Oct 384 
“Inflation, Taxes—and Income,” Jan 13 
And 1952 Budget, Feb 62 
“Proposed Taxes Would Be Distributed Like 
This” (Chart Feature), Apr 144 
“Taxes—Taxes—l'axes,” Mar 114 
“The Shift Is On,” Jan 43 
“We Didn’t Seem To Pay Taxes Back in 716 
and ’39” (Chart Feature) Feb 60 
See also Business Highlights 
Television 
“Tooking at Television Now,” Feb 72 
“Textiles, Readjustment in,” Sept 358 
“That FR-Treasury Controversy,’ Mar 107 
“Three Regions Show Uniform Spread of In- 
comes,” June 217 
Transportation Equipment 
“Freight Cars on the Move,” July 258 
“Pressure Mounts for Capital Goods,” Sept 
335 
See also Selected Business Indicators 
Treasury 
“Central Banking—Then and Now,” Oct 390 
“Credit Control: Still a Problem,” Nov 436 
“Defense Dollars and Deficits,” Sept 350 
“Economics of the Garrison State,” Aug 296 
“That FR-Treasury Controversy,” Mar 107 
‘What’s Happening to Savings Bonds,” Nov 
412 
“Yields and the Treasury’s Exchange Offer” 
(Chart Feature), Apr 158 
“Trek Is to the Suburbs, The,” Oct 378 
“Trend in State Disability Benefits,” Feb 76 | 
“Turning Point for Profits ?”” Dec 474 


United States Government 

“How To Streamline the Federal Budget,”’ 
May 182 

“The 1952 Budget Means Still Higher Taxes” 
(Chart Feature), Feb 62 

“That FR-Treasury Controversy,” Mar 107 

“Yields and the Treasury’s Exchange Offer” 
(Chart Feature), Apr 158 


Variety Store Sales 
See Selected Business Indicators 
‘Veterans’ Benefits Add Up,” Jan 8 


Wage Stabilization 
“Organizing Wage Stabilization,” Jan 14 
‘Wage Stabilization issues,” Feb 48 
“Workers’ Earnings Under Stabilization,” 
Nov 414 
“Wage Statistics, Fringe Benefits in,” Feb 54 
War Contracts 
“Tmpact of Defense Contracts,” Sept 331 
“Look Before You Sign,” July 268 
“Where War Contracts Are Going,” June 213 
“We Didn’t Seem To Pay Taxes Back in ’16 and 
39” (Chart Feature), Feb 60 
“What’s Happening to Savings Bonds,” Novy 412 
Woodward, Donald B. 
“Investments,” Aug 299 
Wool Production 
See Selected Business Indicators 
“Working Capital—Tight But Adequate,” Aug 
316 
Wright, David McCord 
“Long-run Trends in the Financial Future,’ 
Dec 470 


“Yields and the Treasury’s Exchange Offer’ 
(Chart Feature), Apr 158 


Zine Production 
See Selected Business Indicators 


BUSINESS RECORD 


And the latest, as well. In this eleventh 
edition of The ECONOMIC ALMANAC 
are assembled a quarter-million facts and 


figures . . . in nearly 800 easy-to-under- 
stand tables . . . with the information 
you need on business, finance, labor and 
government. 


Over 600 pages present the latest avail- 
able data on, for example: 


¢ individual industries © foreign statistics 
e executive compensation © population 
© foreign trade © government spending 
© production © taxes © wages 
© consumption ® investments * employment 
© savings © personal income e manufacturing 
e national income © prices and profits ¢ dollars abroad 


Copies of this valuable book should be in the hands of all your 
senior and junior executives. For this is a uniquely comprehensive 
fact book and one you can scarcely afford not to have on the desk 
of every executive in your organization who must make special 
analyses . . . prepare speeches, reports and memoranda . . . who 
must have the facts to meet given situations. 


We urge you to make the widest possible use of this new edition of 


THE ECONOMIC ALMANAC 


Laboratory tests in... 


fact finding 


government seizure 


compulsory arbitration 


A first requisite for successful national defense is to ‘keep 
them rolling.’’ Strikes, whether in defense industries, or in power, 
transportation, communications, or other essential functions, can 
block the efficiency of whole production areas. 


The workings of state strike-control laws are labcratory tests of 
the practical values of compulsory arbitration, government seizure, 
and fact finding. 


Does your state have strike-control laws? Are they being pro- 
posed? ‘Strike Controls in Essential Industries,’’ a comprehensive 
review of the experience of the states now using strike-controi tech- 
niques, should be helpful in clarifying future labor legislation issues. 


STRIKE CONTROLS IN ESSENTIAL INDUSTRIES 


In ordering extra copies, 
ask for Studies in Business Economics, No. 30 


